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INTRODUCTION 

It  goes  without  question  that  the  major  domestic  task  facing  the 
United  States  is  to  relieve  the  strains  and  conflicts,  the  dislocations 
and  frictions,  brought  into  the  Nation’s  economy  by  war  and  to  get 
the  Nation’s  industrial  machine  running  smoothly  on  a peacetime 
basis. 

As  an  important  part  of  this  problem  there  is  the  grave  danger 
that  the  long-continued  trend  toward  concentration  of  economic 
power  into  the  hands  of  fewer  and  larger  corporations  will  eventu- 
ally stifle  our  traditionally  American  free  and  independent  enterprise. 

There  also  is  the  danger  that  both  industrial  and  labor  titans  will 
use  their  economic  strength  to  gain  too  much  power  over  the  political 
and  social  life  of  the  Nation  to  the  detriment  of  the  Republic. 

In  recognition  of  these  facts,  the  Congress  created  the  Small  Busi- 
ness Committee  of  the  House  to  aid  in  preserving  the  competitive 
position  of  small  business  during  the  turbulent  economic  conditions 
of  the  war.  It  was  also  given  the  assignment  of  investigating  those 
factors  which  tend  to  endanger  the  existence  of  the  independent 
businessman.  Unquestionably,  the  growing  dominance  of  major 
economic  units  over  almost  every  field  of  enterprise  has  constituted 
the  most  basic  threat  to  the  continuation  of  unfettered  trade.  There- 
fore, the  committee  felt  that  one  of  its  major  tasks  should  be  to 
examine  methods  by  which  this  increasing  concentration  could  be 
halted. 

In  furtherance  of  that  objective,  the  chairman  of  the  House  Small 
Business  Committee,  Representative  Wright  Patman,  of  Texas  on 
June  7,  1946,  appointed  this  Subcommittee  on  Monopoly,  to  be  com- 
posed of  Representatives  Estes  Kefauver,  of  Tennessee  (chairman) ; 
J.  W.  Robinson,  of  Utah;  Henry  M.  Jackson,  of  Washington;  Leonard 
W.  Hall,  of  New  York;  and  W”alter  C.  Ploeser,  of  Missouri. 

That  subcommittee  was  charged  with  the  task  of  investigating  the 
eflectiveness  of  the  agencies  of  government  in  combating  economic 
concentration  and  with  making  recommendations  by  which  the  prob- 
lem might  be  attacked  more  successfully. 

Accordingly  the  subcommittee  launched  a thorough  investigation 
of  Government  activities  in  combating  further  concentration  of 
('conomic  power  into  the  hands  of  fewer  and  larger  groups. 

At  the  beginning  of  the  subcommittee’s  investigation  it  was  gener- 
ally accepted  that  the  accelerated  trend,  and  proof  of  its  detrimental 
effect  on  free  enterprise,  had  been  documented  during  recent  years 
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by  various  groups.  These  investigations  in( hided  those  made  by  the 
Temporary  National  Economic  Committee,  by  the  Judiciary  Com- 
mittee of  the  House  in  its  hearings  on  amendments  to  the  Clayton 
Act,  and  by  the  staff  of  the  Smaller  War  Plants  Corporation. 

Therefore,  rather  than  duplicate  the  work  of  these  groups  the  sub- 
committee contented  itself  with  combining  and  summarizing  the 
findings  of  the  three  groups  so  as  to  present  a consolidated  and  up-to- 
date  report  on  the  concentration  problem  The  subcommittee  also 
concluded  that  its  primary  attention  should  be  devoted  to  the  accom- 
plishments of  the  various  executive  agencies  in  dealing  with  the  con- 
trol of  monopoly  and  concentration  in  the  economy. 

The  committee  staff  was  instructed  to  conduct  an  investigation 
along  those  lines,  seeking  information  which  dealt  principally  with  the 
effort  to  combat  concentration  in  business.  Less  consideration  was 
given  to  concentration  of  economic  power  in  the  hands  of  the  big  labor 
unions  for  two  reasons:  (1 ) Congress  has  not  set  forth  a concentration 
policy  wuth  respect  to  labor,  as  it  has  with  respect  to  busmess,  through 
the  antitrust  laws  and  other  legislation ; (2)  the  Supreme  Court  in  the 
Hutcheson  case  decided  that  monopolistic  practices  of  labor  unions, 
when  there  was  no  collusion  with  management,  are  not  subject  to  the 
antitrust  laws.  Under  these  circumstances.  Government  agendes  at 
the  present  time  do  not  have  authority  to  deal  with  concentration  of 
power  in  the  hands  of  labor  organizations. 

1 should  like,  however,  to  emphasize  the  need  of  an  over-all  study 
of  this  problem  by  an  appropriate  committee,  looking  toward  establi-^h- 
ing  a govenimental  policy  on  conci'iitratiou  which  will  include  all  seg- 
ments of  the  economv. 

In  carrying  out  this  investigation,  our  Monopoly  Subcommittee  has 
been  fortunate  in  having  in  its  employ  a competent  staff  consisting  of 
men  with  considerable  personal  experience  in  the  small-business  fn'ld. 
In  addition,  thev  have  added  to  this  knowledge  by  handling  the  prob- 
lems of  thousands  of  businessmen  who  have  come  to  the  House  Small 
Business  Committee  for  helji  since  its  creation  in  1941 . 

During  the  past  several  months  the  staff  has  made  an  mtimsive 
analvsis  of  the  major  Government  activiti<‘S  in  the  monopoly  field  and 
has  explored  manv  possible  methods  by  which  the  Goxernment 
might  take  more  effective  action  to  halt  aiid  reverse  the  present  tnuid 

toward  concentration.  , 

Originally  it  was  inb'uded  to  hold  extensive  public  hearings  on  the 
problem.  *The  first  phase  of  the  staff  work,  was  of  course,  done  in 
preparation  for  these  hearings.  Questionnaires  were  sent  to  each 
executive  agency  which  had  been  specifically  charged  by  the  Congn'ss 
with  responsibilitv  in  tliis  field  under  the  various  statutes  passi'd  bv 
the  Congress  in  ‘the  last  50  years.  Extensive  staff  investigatunis 
also  were  made  in  each  agenev  to  determine  how  well  it  had  carried  out 
its  delegated  task,  what  study  was  being  made  of  the  problem,  and 
what  steps  had  been  taken,  or  were  contemplated,  to  further  check 

monopolistic  trends.  . i 

Earlv  in  October  it  became  apparent  that  it  would  be  impossible 
to  hold  the  scheduled  hearings.  It  had  been  estimated  that  such 
hearings  would  require  the  attendance  of  each  subcommittee  member 
for  a minimum  of  25  consecutive  days.  However,  members  found  it 
impossible  to  devote  that  much  time  to  the  matter  due  to  the.  pressure 
of  campaign  responsibilities.  The  subcommittee  concluded  that 
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ratlier  than  hold  sketchy  hearings  which  could  do  little  more  than 
scratch  the  surface  of  llie  conjplex  problem,  it  would  be  better  to 
cancel  them  altogether.  Instead,  it  was  determined  that  the  com- 
mittee staff  would  proceed  on  the  basis  of  information  it  already  had 
gathered  an<l  complete  a thorough  study  of  the  problem.  The  results 
of  that  work  would  be  submitted  to  the  subcommittee,  together  with 
recommendations  as  to  possible  new  methods  of  dealing  with  the 
monopoly  problem  so  as  to  obtain  more  successful  results  ttian  has 
lieen  possible  in  the  past. 

In  accordance  with  these  instructions,  the  staff  proceeded  along 
those  lines.  The  written  replies  from  the  agencies  to  the  subcom- 
mittee questionnaires  were  analyzed  and  evaluateil  in  the  light  of 
independent  information.  Personal  interviews  were  held  with  numer- 
ous administrative  officials  in  each  agency  to  check  and  supplement 
the  data  submitted  in  the  written  statements.  These  questionnaires, 
together  with  the  agency  replies  and  an  appraisal  by  the  committee 
staff  of  the  operations  of  each  agency,  are  found  in  parts  II,  IV,  V, 
VI,  and  VII  of  this  report. 

In  addition,  it  was  felt  that  the  attitude  of  groups  outside  of  Govern- 
ment toward  the  problem,  which  the  subcommittee  had  expected  to 
obtain  through  verbal  testimony,  should  be  secured. 

Accordingly,  letters  were  sent  to  major  business,  labor,  agricultural, 
and  veterans  organizations  and  to  groups  representing  the  general 
public,  asking  for  their  views  on  possible  methods  of  dealing  with  the 
concentration  problem  and  what  action,  if  any,  they  had  taken  to 
aid  in  halting  the  trend.  Iiujuiry  w'as  also  made  of  individuals  out- 
side of  Government  as  to  their  practical  experience  with  the  operations 
of  tlie  antitrust  agencies.  Replies  from  these  individuals  are  to  be 
found  in  part  IV  of  this  study.  The  letters  received  from  the  na- 
tional organizations  are  included  in  the  exhibits  in  part  VII. 

These  various  sources  have  provided  an  objective  cross-section  of 
current  thinking  on  economic  concentration.  Out  of  the  opinions, 
suggestions,  and  facts  expressed  by  those  who  have  been  intimately 
concerned  with  the  problem  the  staff’  of  the  committee  has  drawn 
objective  conclusions  as  to  what  action  needs  to  be  taken  if  we  are 
to  bring  about  a more  healthy  economic  climate  for  the  independent 
businessman. 

The  record  shows  an  alarming  picture  of  the  inadequacy  of  present 
methods  in  combating  further  increases  in  concentration.  Concen- 
tration of  economic  power  is  a constantly  moving,  powerful  force  which 
can  only  be  fought  by  an  aggressive  and  consistent  Federal  legislative 
Iirogram,  followed  up  by  a steadily  continuing  active  enforcement  of 
antitrust  laws  by  the  executive  agencies.  It  is  my  owm  recommenda- 
tion that  such  an  over-all  Government  program  can  best  be  made 
eff’i'ctive  by  a vigilantly  alert  congressional  committee  assigned  the 
task  of  keeping  legislation  abreast  of  the  situation  and  continually 
watching  and  checking  the  activities  of  the  executive  agencies  to  see 
that  such  legislation  is  properly  administered. 

1 wish  to  emphasize  that  this  report  represents  a staff  study  pre- 
pared lor  the  consideration  of  the  members  of  the  subcommittee  and 
does  not  repre.sent  tlie  conclusions  of  the  subcommittee  as  a whole. 
Mr.  Hall  has  requested  that  it  be  noted  that  regardless  of  the  merits 
or  demerits  of  the  information  contained  in  the  study,  he  definitely  feels 
that  no  report  should  be  issued  until  representatives  of  the  agencies  have 


• ^ 


X INTRODUCTION 

had  an  opportunity  to  appear  at  public  hearings  before  the  committc'c. 
Mr.  Ploeser  also  objected  to  the  publication  of  the  study  because  the 
subcommittee  had  found  it  impossible  to  meet  to  give  the  study  final 
consideration. 

However,  the  subcommittee  memlxTS  are  in  agreement  that  tlu' 
facts  and  evidence  pri'sented  are  such  as  to  compel  a recommendation 
that  full  and  public  hearings  on  this  rpiestion  be  held  at  the  earliest 
possible  moment  by  the  next  Congress.  Only  through  that  course, 
followed  by  vigorous  congressional  and  Executive  action,  can  tlu' 
problem  be  successfully  attacked. 

In  my  opinion  this  study  is  thorough,  on  the  whole,  sound,  and  cei- 
tainly  deserving  of  the  consideration  of  those  both  in  and  out  of 
Government  who  are  interested  in  thwarting  the  march  of  monopolies. 
Due  to  the  fact  that  all  Members  of  the  House  of  Representatives  havi' 
in  their  respective  districts  business  interests  whose  future  growth  will 
be  affected  by  the  facts  contained  in  this  study,  this  brief  is  submitt('d 
in  the  belief  that  the  information  it  contains  will  be  of  considerabh' 
value  to  the  Members  of  Congress  at  this  time. 

Respectfully  submitted. 

Estes  Kefauver, 
Chairman,  Monopoly  Subcommiitee. 


PART  1 


CONCLUSIONS  AND  MAJOR  RECOMMENDATIONS 

Previous  investigations  have  reported  that  from  1900  to  the  pres..-;;t 
time  our  “free  enterprise  economy”  has  been  slipping  away  from  s 
through  steadily  increasing  concentration  of  economic  power,  it 
surely  obvious  that  as  an  increasing  percentage  of  the  Natitm’s 
business  becomes  controlled  by  a relatively  few  large  companies, 
this  trend,  if  allowed  to  continue,  can  oidy  result  in  the  Government 
regulating  our  economic  life. 

The  Tempo raiy  National  Economic  Committee  and  other  investi- 
gations " have  reported  that  economic  concentration  has  alreaely 
reached  a stage  which  imperils  the  continuation  of  our  competitive 
enterprise  economy.  This  report  deals  with  what  has  been  done, 
what  hafi  not  been  done,  and  what  can  be  done  to  prevent  and  reduce 
economic  concentration.  As  such,  it  is  essentially  a report  about  the 
attitude  of  the  Government  and  the  American  people  toward  the 
growth  of  economic  concentration  and  monopoly.  In  the  last 
analysis,  the  evidence  of  our  real  attitude  is  shown  not  by  how  many 
ro])orts  are  written  or  how  many  speeches  are  made  about  the  evils 
of  monopoly  but  by  what  concrete  action  is  taken  to  stopj  its  growth. 

A distinction  should  be  drawn  betwiaui  mere  bigness  and  concentra- 
tion. The  danger  is  not  in  big  business  as  such,  but  in  the  concentra- 
tion of  economic  power  which  can  be  used  to  stifle  free  competitive 
enterprise.  Those  who  are  concerned  about  concentration  point 
out  that  where  a few  firms  control  a large  percentage  of  the  business 
in  an  industry  or  line  of  trade,  such  power  creates  a situation  in  which 
the  public  is  not  likely  to  obtain  the  benefits  of  competition. 

That  concentration  of  this  kind  has  alreadv  reached  a verv  advanc*  d 
point  has  been  brought  out  by  previous  investigations.  The  TNE'J 
showed  that  for  manufacturing  as  a whole  about  one-third  of  the  total 
value  of  all  products  was  made  under  conditions  where  the  largest 
Jour  producers  of  each  individual  product  turned  out  from  75  to  100 
percent  of  the  United  States  production  of  these  items.  The  SOYPC 
report  showed  how  World  War  II  greatly  increased  concentration 
above  the  level  existing  at  the  time  TNEC  made  its  investigation. 

It  has  also  been  jiointed  out  that  relative  position  in  an  industry 
is  not  the  sole  evidence  of  concentration.  A company  accounting 
for  a minor  percentage  of  the  business  in  a particular  industry,  but 
controlling  other  businesses  in  related  lines,  is  in  a position  to  enjoy 
special  advantages  through  power  over  suppliers,^  marketing  channels 
and  advertising,  technology,  access  to  capital,  and  access  even  to 
agencies  of  government. 

This  consideration  becomes  relevant  when  it  is  realized  that  only 
200  of  the  largest  nonfinancial  corporations  own  over  half  of  the 
assets  of  all  nonfinancial  corporations  in  the  United  States. 

1 A summary  of  the  more  important  of  these  investigations  appears  in  pt.  Ill  of  this  reiiort, 

* The  recent  A.  A P.  trial  provides  examples  of  this. 
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''i'liose  who  at  ' ('oucornod  about  these  developments  show  that  sucli 
a high  degree^  of  eoncentration  is  not  comjiatible  with  the  maintenance 
of  a private  eiitcniirise  system;  tliat  it  creates  group  pressures  from 
businessmen,  from  labor,  and  from  agriculture.  Under  such  circum- 
stances ]>i('ssure  groups  on  all  sides  endeavor  to  use  government  as  an 
iustrumeut  to  protect  themselves  or  to  force  their  will  on  other  groups. 
Insti'ad  of  the  natural  play  of  competiticui  there  develops  a bargain- 
ing for  competitive  advantage  in  using  the  power  of  government. 
Such  factors  create  a progressive  “hardening  of  the  arteries”  leading 
to  increased  concentration  and  eventual  ownership  and  control  by 
the  government,  such  as  is  now  taking  place  in  England,  France,  and 
other  count  ries. 

The  arguiiH'ut  most  frequently  heard  for  a not  too  vigorous  enforce- 
ment of  th('  antitrust  laws  and  for  not  plugging  a few  obvious  loop- 
lioles  in  tlie  laws  is  that  if  business  is  left  alone  the  “superior  efficiency” 
of  tlie  giant  biisitu'sses  can  give  the  public  more  goods  and  services  and 
at  lower  prices  The  TNEC,  however,  did  not  find  substantiation  of 
this  claim.  Instead,  it  concluded  that  the  superior  efficiency  of  the 
biggest  companies  had  not  been  demonstrated — that  concentration  in 
many  lines  had  gone  beyond  the  stage  which  would  be  justified  if  firms 
were  no  bigger  than  they  needed  to  be  to  reach  their  highest  operating 
efficiency. 

Tn  the  opinion  of  the  committee  stafl',  those  who  claim  that  big 
business,  if  not  interfered  wuth  by  government,  will  always  maintain 
a competitive  (>nterprise  economy  are  being  just  as  unrealistic  as  thosi* 
small  business  proponents  who  wmuld  ignore  the  fact  that  in  most  of 
tlie  key  industries  size  up  to  a point  is  necessary  for  efficient  operation. 

No  'reasonable  person  can  deny  that  concentration  has  gorie  far 
beyond  the  [loint  it  would  have  reached  had  there  been  a consistent 
competitive  enterprise  Government  policy  from  1900  to  the  present 
time,  and  liad  there  been  effective  and  consistent  enforcement  of  the 
antitrust  laws.  The  opportunity  for  wielding  monopolistic  pow'er  has 
unquestionably  been  a major  consideration  leading  to  a high  degree 
of  concentration.  Companies  by  merging  and  buying  up  other  com- 
panies could  enjoy  a “control  of  the  market”  which  would  not  be 
possible  were,  there  many  businesses  of  more  nearly  comparable 
strength. 

Congress  from  1890  to  the  present  time  has  passed  certain  specific 
antitrust  law's  and  other  legislation  which  are  supposed  to  express 
the  national  belief  in  a competitive  enterprise  economy.  Implicit  in 
such  legislation  is  a realization  that  our  economy  could  not  stay 
competitive  without  certain  rules  of  the  game  being  established;  that 
monopolies  which  already  existed  would  have  to  be  broken  up;  con- 
spiracies to  create  future  monopolies  would  have  to  be  dealt  with 
vigorously;  and  mergers  of  competing  companies  which  w'ould  have 
the  effect  of  lessening  competition  would  have  to  be  prevented. 
Further,  certain  unfair  trade  practices  which  gave  advantages  to  the 
unscrupulous  wmuld  have  to  be  outlawed  so  that  the  efficient  business- 
man w’ould  be  able  to  prosper,  and  through  his  competition  render 
greater  service  to  the  public. 

Certainly  hwv  laws  are  self-enforcing.  They  depend  on  vigorous 
and  fair  administration  by  agencies  of  government  in  Ipge  part  for 
theii’  effectiveiK'ss.  The  staff  investigation,  therefore,  is  necessarily 
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concerned  with  the  effectiveness  of  these  Government  agencies  in 
preventing  economic  concentration.  The  staff  has  not  tried  to  cover 
all  of  the  agencies  having  important  responsibilities,  but  has  covered 
some  of  the  key  ones — enough,  it  is  considered,  to  permit  valid  con- 
clusions and  recommendations.  Three  main  phases  ol  Government 
activity  are  examined — the  antitrust  program,  tiu'  small  business 
ju’ogram,  and  the  activities  of  a few'  other  administrati've  agencies. 

(Ibviouslv,  it  was  necessarv  to  have  a standard  of  ix-rformaiice  bv 
which  to  judge  these  efforts.  The  standard  of  peilormance  used  is 
the  effectiveness  of  these  agencies  in  stopping  economic  covrentmtion  vtith 
the  tools  given  them  by  Conyress. 

Inasmuch  as  concentration  has  increased  steadily  for  the  last  50 
years,  the  imprint  of  failure  is  iiresent  eveiywhcm.  Even  though 
there  are  instances  of  brilliant  and  positive  achievcmiMit,  individual 
Government  officials  and  agencies  are  only  pari  ol  tin*  larger  fabric 
of  government.  Some  of  the  conclusions  in  this  report,  concerning 
their  activities  will  seem  excessividv  severe  unless  view'ed  in  Ih.is  light. 

If  administrative  agencies  are  to  be  truly  eflicit'ut  and  effective 
instruments  of  public  policy,  their  efforts  must  be  judged  crilically 
and  continually  in  terms  of  their  contribution  towaril  el•onomic  and 
political  objectives  set  up  by  Congress.  Without  tiiis,  professional 
administrative  people  in  gov'ernment  develop  a natura!  ieinlency  to 
become  so  impressed  with  the  importance  of  their  jmper  work  tliat 
the  end  results  are  often  overlooked. 

Even  though  the  investigation  has  dealt  princijiaJly  with  the  ac- 
tivities of  executive  agencies,  it  is  not  fair  to  presume  that,  there,  has 
always  been  an  unequivocal  attitude  in  all  branchc's  o!  gov'ernment 
against  economic  concentration.  The  antitrust  record  Irom  1890  to 
the  present  time  shows  brief  and  infrequent  perioils  in  wdiich  the 
executive  agencies  have  evidenced  interest  in  effective  enfoiCiUiieni. 
It  is  obvious  that  had  there  been  continuous  public  concern  about 
economic  concentration,  this  condition  would  not  Imve  been  jier- 
mitted. 

Moreover,  even  thougii  the  antitrust  and  small  business  legislation 
states  the  basic  policy  of  Congress  tow'ard  economic  concentration 
and  monopoly,  it  is  evident  that  not  all  legislation  has  been  framed 
so  as  to  make  the  maximum  contribution  toward  reducing  concen- 
tiation.  Certainly  legislation  on  tax,  tariff,  patent,  procurement, 
and  labor  matters,  to  mention  only  a few  of  the  mori'  inqiortant,  are 
significant  to  economic  concentration.  The  substance  of  such  legis- 
lation could  give  greater  support  to  a drive  to  reduce  economic 
conci'iitration  than  can  be  provided  by  the  antitrust  laws  alone. 

At  what  yroint  was  it  intended  that  the  growtii  ol  economic  con- 
centration be  halted?  In  1890  with  the  passage  of  the  Sherman  Act? 
In  1914  with  the  passage  of  the  Clayton  Act?  Or  was  it  never 
really  intended  that  concentration  be  stopped? 

If  it  is  the  firm  intent  of  Congress  and  of  the  pt^ople  that  economic 
concentration  be  reduced,  this  report  should  be  significant  in  show'ing 
wliy  and  how'  the  means  heretofore  employed  are  not  effective  enough  to 
prert  nt  further  in^creases  in  concentration. 

Ihirt  II  of  tfiis  report  explains  how  and  wdiy  these  eflorts  have  been 
iiiudequate.  The  sections  immediately  below'  are  meant  only  to 
highlight  the  full  conclusions  reached  in  part  II. 
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Tht'  Sherman  antitrust  law  was  passed  over  50  years  ag;o,  at  a time, 
\vl\en  a few  hi^  trusts  were  the  matters  of  principal  eoiiceru.  With 
tile  exce])tion  of  the  industries  where  these  few  trusts  exercised 
dominant  control,  there  was  far  less  ( oneentration  of  economic  power 
in  the  hands  of  a small  nunihei-  of  companies  than  there  is  today. 


Frfevt  of  the  antitrvsf  lawfi 

Reams  of  words  have  been  writhm  about  the  original  intent  of  the 
Sherman  Act.  Certainly  even  the  opponents  of  a broad  interpn'ta- 
tion  of  the  antitrust  haws  will  admit  that  the  act  was  aimed  at  breaking 
up  these  few  big  trusts  and  at  preventing  monopolistic  practices  and 
conspiracies  which  might  l('ad  to  the  creation  of  new  trusts. 

Two  of  the  big  trusts — ^oil  ami  tobacco — were  attacked  vigorously 
I y the.  Antitrust  Division.  But  the  numb(>r  of  antitrust  cases 
brought  from  1S90  until  quite  recently  was  so  few  as  scarcel.y  to  indi- 
cate a serious  attitude  about  j)n'venting  the  monopolistic  practices 
and  “attempts  to  monopolize”  which  not  oidy  eliminate  competition- 
hut  which  lead  to  concentration.  Cnlil  recently  the  enforcement 
of  the  Sherman  Act  was  largely  a matter  of  a policeman  looking  the 
other  way. 

The  passage  of  the  Federal  Trade  C'ommission  and  the  Clayton 
A ts  m 1914  obviously  indicated  dissatisfaction  with  the  ju-ogress 
made  in  breaking  up  restrictive  j)ractices  and  in  preventing  the 
growTh  of  concentration.  Section  7 of  tin-  Clayton  Act  was  designed 
to  prevent  tin-  growth  of  concentration  through  the  familiar  device  of 
acquiring  competing  businesses  where  the  effect  may  be  to  “sub- 
stantially lessen  competition  between  such  corporations.”  It  is  now 
well  known  tliat  section  7 has  always  been  a dead  letter.  The  Federal 
Trade  Commission  ditl  little  to  enforc(>  it  vigorously  until  1926  when 
ttie  Supreme  Court  by  a 5-4  decision  made  it  inefl'ective  by  ruling 
tiiat  the  acquisition  of  assets  was  not  covei'ed  in  its  prohibitions.  As 
a result  a flood  of  monopolistic  mergers  took  place  which  were  in 
large  part  responsible  for  the  substantial  increase  in  concentration 
from  1914  to  the  present  time. 


Lack  of  over-all  Government  'policy 

Unquestionably  the  Government’s  antitrust  program  has  been 
severely  circumscribed  by  the  lack  of  an  over-all  governmental  policy 
in  the  executive  branch  regarding  concentration.  In  some  agencies 
there  is  not  only  lack  of  interest,  but  there  are  policies  which  actually 
promote  concentration.  This  has  been  true  of  certain  activities  of 
some  administrative  agencies,  such  as  the  IVar  Assets  Administration, 
the  Civilian  Production  Administration,  and  the  War  and  NaAyy 
Departments.  This  kind  of  working  at  cross  purposes  not  only  limits 
the  effectiveness  of  Government  efforts  to  prev('iit  concentration,  hut 
co7ifititutes  the  mostt  serious  kind  of  waste  (f  Government  funds,  since 
antitrust  activity  must  be  increased  to  combat  the  concentration 
resulting  from  other  governmental  activity. 


Lack  of  e;ffective,  coordinated  approach 

Equally  serious  is  the  fact  that  where  there  is  an  (ffort  made  to 
prevent  economic  concentration,  the  jwogram.  teiuls  too  often  to  be  made 
■on  a case  or  piecemeal  basis  without  a careful  appraisal  of  the  necessity 
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for  doing  “first  things  first.”  Most  efficient  business  organizations  of 
reasonable  size  have  found  it  necessary  to  have  marketing  analysts 


advise  them  on  where  they  ought  to  direct  their  sales  efforts  so  as  to 
produce  the  best  returns  to  the  company.  The  staff  does  not  see  any 
!-('ason  why  such  sound  busiin-ss  ])ractices  cannot  be  applied  by  the 
(lovernment  in  its  efforts  to  jirevent  concentration.  If  the  Govern- 
ment is  to  be  serious  about  jirevi-nting  concentration  and  strengthen- 
ing the  competitive  enterprise  economy,  it  seems  essential  that  it 
continually  maintain  a yardstick  a central  index  of  economic  infor- 
mation which  would  give  an  accurate  picture  of  the  extent  and  serious- 
nf  ii-fi  1 inn  lentil  nil  n nvpT‘-all  biisis.  and  iTidust rv'-bv- 


industry  and  trade-by -trade. 

The  Temjiorary  National  Economic  Committee  wnis  tremendously 
valuable  in  bringing  together  a great  deal  of  information  on  the 
extent  and  seriousness  of  concentration.  It  is  no  credit  to  the  scope 


of  our  antitrust  efforts  from  1890  to  1940  that  it  required  a TNEC 


to  bring  this  information  together. 

Similarly,  if  we  are  to  have  a small-business  program  that  is  mean- 
ingful and  effective  it  must  grow  out  of  the  needs  of  the  small-business 
segment  in  each  industry.  The  Government  regularly  collects  tre- 
mendous amounts  of  information  from  business  and  about  business, 


and  yet  it  does  not  i)ut  this  information  together  in  a way  which 
w ould  make  possible  an  effective  drive  against  economic  concentration. 
In  fact,  it  is  necessary  for  the  antitrust-enfoi-cement  agencies  to  ask 
for  duplicate  information  from  business  because  present  statutes 
govei'iiing  other  agencies  do  not  allow  them  to  divulge  information  to 


another  Government  agency. 

It  might  be  expected  that  the  Antitrust  Division  and  the  Federal 
4'rade  Commission,  the  Department  of  Commerce,  and  the  Recon- 
struction Finance  Corporation  (the  latter  two  because  of  their  small- 
business  res])onsibilities)  would  be  planning  a joint  attack  on  con- 
(•(‘iitration,  each  contributing  its  own  specialized  knowledge  and 
facilities  to  the  accomplishment  of  the  same  objective.  The  investi- 
gation did  not  n'veal  any  friction  between  these  agencies.  Instead  it 
was  found  that  each  of  the  four  agencies  opi'rates  as  a strictly  inde- 
pendent business  in  the  best  classical  sense.  In  fact,  there  is  probably 
less  real  joint  action  between  these  four  agencies  than  there  is  between 
the  four  leading  producers  in  a concentrated  industry.^  This  com- 
parison is  not  meant  to  l)e  Inimorous.  It  illustrates  both  the  difficulty 
and  the  seriousness  of  the  pi'oblem. 


Enforcement  of  antitrust  laws 

Antitrust  proceedings  are  unpleasant,  both  to  the  Gov’ernment 
agency  which  must  enforce  the  laws  and  to  the  defendants.  How- 
ever, until  a better  means  is  found  for  tlie  prevention  of  concentra- 
tion and  of  monopolistic  devices,  one  of  the  key  tests  of  our  attitude 
toward  maintaining  and  strengthening  the  competitive  enterprise 
economy  is  the  effectiviniess  with  wind)  the  antitrust  law’s  are  en- 
forced. 

Broadly  speaking  there  have  been  two  types  of  antitrust  activity: 
(a)  restraint  of  trade  cases  where  the  purpose  is,  either  through  punish- 
ment or  injunction,  to  eliminate  certain  illegal  practices;  and  (b) 


* It  is  understood  that  within  tht  last  few  weeks  the  Federal  Trade  CommissioD  notified  the  Antitrust 
Division  that  it  could  not  make  available  to  Antitrust  Division  any  company  information  in  its  files  which 
it  obtained  from  busin-‘ss  on  an  •‘iriforinar’  basis— i.  e.,  without  suhpona. 
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monopoly  cases  where  tlie  purpose  is  to  reduce  the  prepondeiant  eco- 
nomic power  of  the  defendant  through  dissolution,  divestiture,  and 
injunction. 

In  spite  of  the  fact  tliat  the  Sherman  law  has  been  popularly  called 
an  antitrust  law  there  have  been  relatively  few  monopoly  cases  in- 
stituted under  it.  In  fact,  from  1890  through  1936  the  number  of 
Sherman  Act  cases  averaged  nine  per  year,  practically  all  of  these 
being  restraint-of-trade  cases. 

Only  recently  has  the  Justice  Department  placed  a substantial 
emphasis  upon  monopoly  cases,  and  as  they  point  out  in  their  report 
to  us,  most  of  the  dissolution  and  divestiture  suits  filed  since  1938 
involving  major  companies  are  still  pending. 

The  h ederal  Trade  Commission  was  supposed  to  have  been  given 
the  power  in  1914  under  section  7 of  the  Clayton  Act  to  prevent  monop- 
olistic mergers,  this  being  the  only  type  of  monopoly  case  which  they 
are  empowered  to  institute.  Due  to  the  loophole  in  section  7 the 
hTC  has  been  almost  completely  inellective  on  monopoly  casi's. 
That  the  Justice  Department  over  the  last  50  years  has  brought  so 
few  monopoly  cases  is  a crucial  indication  of  the  attitude  toward 
concentration. 

Monopoly  cases  are  e.xpensivi'  and  diflicult  to  institute.  From  1890 
to  1939  the  appropriations  for  the  Antitrust  Division  were  so  small  that 
a few  monopoly  cases  a year  would  have  tied  up  the  entire  antitrust 
staff;  ^his  explains,  in  part,  why  the  Antitrust  Division  has  devoti'd 
its  limited  personnel  to  the  relatively  more  simple  restraint-of-trade 
cases.  There  has  always  been  pretty  general  abhorrence  of  restraints 
of  trade,  but  there  is  no  such  unanimity  of  opinion  as  to  the  evils  of 
concentration.  ^Moreover,  the  pressure  against  bringing  monopoly 
suits  which  strike  at  the  roots  of  the  pcAver  of  gri'at  corporations  is 
obviously  tremendous. 

Lastly,  because  so  few  monopoly  cas('s  have  been  instituted,  the 
application  of  the  Sherman  Act  as  an  instrument  against  monopoly 
has  not  been  interpri'ted  nearly  as  adecpiatc'ly  aiid  fully  by  the  courts 
as  has  the  application  of  the  act  to  restriiint-of-trade  cases. 

The  weakness  of  antitrust  enforcement  is  illustrated  not  only  by 
the  lack  of  an  effective  program  against  concentration,  but  also  bv  the 
failure  to  have  a systematic  follow-up  to  determine  the  econonnc 
results  of  antitrust  activities.  After  all,  the  purpose  in  bringing  anti- 
trust action  is  to  obtain  positive  economic  results.  Without  a systi'in- 
atic  follow-up,  there  is  no  assurance  that  the  objectives  of  the  legal 
action  have  been  attaim'd,  or  that  they  have  not  been  circumvented 
at  some  later  date.  Both  the  Antitrust  Division  and  the  Federal 
Trade  Commission  have  stated  that  they  do  not  have  sufficient  person- 
nel and  funds  for  svstem.atic  follow-up  after  their  cases  are  “com- 
pleted.” 

Inadequacy  oj  funds 

Part  II  covars  in  much  more  detail  what  are  considered  to  be  ver\' 
important  inadecpiacies  in  antitrust  enfon  ement  by  the  Federal  Trade 
Commission  and  by  the  Antitrust  Division. 

The  staff  has  trii'd  to  recognize  that  to  handle  antitrust  problems 
in  a comprehensive  and  effective  manner  requires  not  only  adminis- 
trativ’C  improvements  but  the  means  to  do  a comprehensive  job.  Appro- 
priations for  antitrust  enforcement  have  been  on  a very  small  scale 
relative  to  the  maf/n itude  of  the  problem. 


An  examination  of  the  budget  requests  for  the  last  9 yeai-s  shows 
that  the  Biireau  of  the  Budget  has  consistently  undercut  the  attempts 
of  the  Antitrust  Division  and  of  the  Federal  Trade  Commission  to 
build  their  organizations  to  a point  where  antitrust  enforcement  could 
be  more  than  a symbol.®  Actually,  in  4 of  the  last  9 years  Congn'ss 
appropriated  more  money  to  the  Antitrust  Division  than  was  approveil 
by  the  Budget  Bureau. 

Antitrust  laws  do  not  cover  all  monopolistic  activities. 

Both  the  Federal  Trade  Commission  and  the  Justice  Department 
indicated  in  response  to  a question  from  the  committee  that  tlnw  do 
not  have  jurisdiction  over  any  monopolistic  practices  of  labor  unions 
which  do  not  involve  agreement  or  collusion  with  management,  but 
which  affect  interstate  commerce.  If  we  are  to  deal  resolutely  and 
effectively  with  monopolistic  practices  and  concentration,  such  efi'ort- 
must  be  on  a broad  front.  Both  the  Federal  Trade  Commission  and 
the  Justice  Department  have  indicated  that  th.ey  considered  that 
their  agencies  were  not  appropriate  for  the  handling  of  such  labor 
mattei-s.  Whether  these  agencies  should  or  should  not  handle  monop- 
olistic practices  of  labor  unions  is  not  nearly  as  important  as  that 
there  should  be  a consistent  policy  on  concentraticn  with  respect  to 
all  segments  of  the  economy,  whether  it  be  labor,  insurance  companit's, 
railroads,  or  agriculture.  Merely  to  plead  no  jurisdiction  doi's  not 
solve  the  problem. 


WEAKNESS  OF  THE  SMALL-BUSINESS  PROGR.AM 

The  idea  of  having  a separate  division  of  government  to  assist  small 
business  is  relatively  new.  In  1942  the  Smaller  War  Plants  Corpora- 
tion was  created  with  specialized  responsibilities  for  mobilizing  the 
productive  resources  of  small  business  for  war  and  essential  civilian 
purposes.  Subsequent  acts  gave  additional  responsibilities  to  SWPC, 
dealing  principally  with  reconversion.  By  Executive  order  SWPC' 
was  dissolved  and  tliese  responsibilities  were  divided  between  the 
Department  of  Commerce  and  the  Reconstruction  Finance  Corpora- 
tion on  January  28,  1946.  Since  our  interest  in  the  small-business 
program  applies  to  the  reconversion  and  postwar  period,  the  investiga- 
tion has  been  concerned  with  the  manner  in  which  Commerce  Depart- 
ment and  RFC  have  carried  out  their  small-business  resjionsibilities. 

\Miile  these  two  agencies  have  unquestionably  assisted  many  indi- 
vidual small  businesses,  neither  their  approach  nor  their  actions  havt* 
indicated  a determined  and  effectiv'c  effort  to  lessen  economic  concen- 
tration. For  example,  the  Reconstruction  Finance  Corporation,  in 
answer  to  our  request  for  their  com.ments  concerning  the  extent  and 
seriousness  of  economic  concentration,  indicated  in  effect  that  they 
had  no  official  views  on  this  problem.  This  is  most  surprising  in  view 
of  the  fact  that  they  had  inherited  the  Smaller  War  Plants  Corporation 
loan  responsibilities,  as  well  as  the  responsibility  under  the  Surplus 
Property  Act  “to  preserve  and  strengthen  the  competitive  position  of 
small  business.”  It  would  seem  that  an  understanding  of  the  extent 
and  seriousness  of  economic  concentration  would  be  the  first  step  in 
trying  to  preserve  and  strengthen  the  competitive  position  of  small 
business. 

approp^fate^'^^^  Budget  which  determines  how  much  money  these  agencies  may  ask  Congress  to 
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The  Commerce  Department  in  its  report  to  our  committee  evidenced 
creat  concern  over  growing  economic  concentration.  Unfortunatel}^, 
tliere  is  not  very  much  evidence  that  the  Department  lias  been  making 
an  effective  contribution  to  a reversal  of  this  trend.  Two  e.xaraples, 
taken  from  part  II,  illustrate  this: 

(1)  Since  1912  the  Bureau  of  Foreign  and  Domestic  Commerce 

has  had  the  responsibility  “to  ascerttiin  * * * what  articles  are 

controlled  by  trusts  or  other  combinations  of  capital,  business  ojiera- 
tions,  or  labor,  and  what  effect  said  trusts  or  other  combinations  of 
capital,  business  operations,  or  labor  have  on  production  and  prices.” 
This  responsibility  seems  to  have  been  neglected  in  favor  of  the 
gathering  and  tlissemination  of  noncontroversial  business  information. 

(2)  With  the  transfer  of  part  of  the  Smaller  War  Plants  Cor]ioration 
functions  to  the  Commerce  Di'partment  in  January  1946,  an  Office  of 
Small  Business  was  established.  Witli  a few  exceptions,  it  is  hard  to 
find  where  this  Office  of  Small  Business  has  come  to  grips  with  the 
problem  of  concentration.  They  have  been  inclined  to  treat  small 
business  generally  as  a kind  of  prolihun  child  for  whom  they  have  a 
miscellaneous  assortment  of  “business  aids.” 

Fortunately,  economic  concentration  is  not  an  equally  serious 
problem  in  every  industry  and  line  of  trade.  It  is  much  moi’c  serious 
in  some  than  in  others.  ‘ Yet,  the  Office  of  Small  Business  has  not 
focused  its  attention  upon  trying  to  correct  the  ])roblems  which  are 
holding  down  the  independent  segment  of  the  highly  concentrated 
industries. 

RESULTS  OF  ACTIVITIES  OF  OTHER  ADMINISTRATIVE  AGENCIES 

An}'  investigations  of  the  Oov<Tnm(‘nt’s  efforts  to  combat  economic, 
concentration  cannot  stop  merely  with  consideration  of  the  antitrust 
program  and  the  small-business  program.  The  activities  of  the  more 
important  administrative  agencies  are  extremely  significant. 

' The  impact  of  the  wartime  procun  ment  progi’am  on  concentration 
has  been  shown  in  the  Smaller  War  Plants  Corporation  report. 
During  the  war  economic  concentration  was  necessarily  a secondary 
consideration.  In  peacetime,  however,  it  is  obviously  unjustifiable 
for  certain  agencies  of  Government  to  maintain  policies  which  promote 
concentration  if  the  general  policv  is  against  concentration. 

Surplus  property 

The  War  Assets  Administration  in  their  report  to  the  committee 
indicated  that  they  are  keenty  aware  of  their  responsibilities  for  dis- 
couraging monopolistic  practices  and  preserving  and  strengthening  the 
competitive  position  of  small  business.  Unfortunately,  we  do  not 
find  a clear-cut  and  effective  translation  into  action  of  their  expressed 
concern  over  economic  concentration.  Three  examples,  taken  from 
part  II,  illustrate  this: 

(] ) Their  own  report  on  surplus  plant  disposals  up  to  June  30,  1946, 
shows  that,  in  effect,  surplus  plant  disposals  have  actually  improved 
the  relative  position  of  the  250  largest  manufacturing  corporations 
over  their  1939  position. 

(2)  Ten  months  transpired  after  the  einl  of  the  war  before  the  dis- 
posal agency  issued  a regulation,  pi'eventing  large  contractors  with 
Government-owned  equipment  in  their  plants  from  buying  directly  all 
of  the  best  of  this  equipment,  leaving  the  unwanted  tools  to  be  declared 

surplus. 
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(3)  Although  there  has  been  a regulation  on  consumer  goods  since 
October  1945,  and  there  has  been  a regulation  on  production  equip- 
ment and  production  materials  since  June  1946,  proAuding  that  the 
needs  of  small  business  are  to  be  taken  care  of  ahead  of  all  non- 
prioiity  buyers,  procedures  have  not  been  instituted  to  carry  out 
fully  these  policy  requirements. 

Civilian  Production  Administration 

The  Civilian  Production  Administration,  in  its  report  to  the  com- 
mittee, was  very  blunt.  They  stated,  in  effect,  that  while  they 
recognized  economic  concentration  to  be  a most  important  problem, 
they  did  not  consider  that  either  Congress  or  the  Administration 
intended  that  CPA  should  give  any  major  emphasis  to  this  problem  in 
shaping  its  reconversion  policies. 

CPA  was  quite  frank  to  state  that  small  business  was  in  a dis- 
advantageous competitive  position  during  the  reconversion  period 
liecause  of  materials  shortages.  Therefoie,  in  the  absence  of  controls 
over  the  dislriliution  of  scarce  goods  during  the  reconversion  period, 
concentration  is  furthered  just  as  it  was  by  the  procurement  program. 
CPA  mentions  in  particular  that  when  their  officials  testified  before 
Congress  regarding  the  extension  of  the  Second  War  Powers  Act,  the 
Judiciary  Committees  of  both  Houses  made  it  clear  that  CPA  should 
relax  controls  wherever  possible  and  leinstitute  controls  only  imiler 
the  most  compelling  circumstances. 

How  fast  was  it  intended  that  wartime  controls  should  be  relaxed, 
where  the  effect  was  to  increase  the  concentration  of  economic  power? 
This  points  up  the  real  problem.  It  is  illustrated  by  CPA's  trying 
to  justify  itself  in  removing  controls  over  steel  and  plastics  on"  the 
preinise  that  these  materials  weri'  too  scarce  for  them  to  attenqM  to 
distribute. 


Gorcnwient  financed  research  and  derelop^nent  contracts 

During  the  war  nearly  2,000  industrial  organizations  received  a 
total  of  almost  $1,000,000,000  of  research  contracts  from  the  Govern- 
luent.  Only  68  corporations  received  two-thinls  of  the  value  of 
Kedt'ral  res(>arch  and  development  contracts,  and  the  top  10  corpo- 
rations rt'ceived  nearly  two-fifths  of  the  total.  The  Federal  funds 
going  to  the  top  68  coriiorations  ('xceedeil  greatly  the  amount  spent 
l)y  the  entire  Nation  for  industrial  n'scarch  in  aiiy  oiu'  prewar  year. 

Investigqitions  of  the  Senate  Military  Affairs  Committee  showecl 
that  over  90  percent  of  the  contracts  made  betw(^('n  Government 


agencies  aiul  private  industrial  lat;oratories  for  scientific  research  and 
development  placed  the  ownership  of  patents  with  the  contractor,  the 
Government  receiving  a royalty-free  license  for  its  own  use  only.  It 
has  been  estimated  that  77  percent  of  all  wartime  technological  devel- 
opments clearly  can  be  used  in  the  postwar  jicriod. 

Today  the  Army  and  Navy  are  responsible  for  the  negotiation  of  the 
principal  part  of  Government-financed  research  being  cairied  on  by 
private  companies.  The  Army  and  Navy  had  authorltv  as  of  Julv  i, 
1946,  to  expend  over  $500,000,000  on  research  and  deveiopn^nt.  Idie 
portion  of  this  budget  to  be  spent  on  research  and  development  con- 
tracts with  private  companies  is  discretionary  with  tliese  agencies. 
It  is  understood  that  research  contracts  being  negotiated  are.  so  far 
as  patent  rights  are  concerned,  similar  to  those  negotiated  during  the 
war  period. 
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All  kinds  of  business,  big  and  little,  contribute  through  taxes  toward 
this  research,  yet  the  patents  and  know-how  ri'sulting  from  such 
research  go  to  a few  companies,  helping  to  strengthen  the  forces  makimr 
for  increased  economic  concentration. 

Discriminatory  fats  and  oils  allocation  control 

Hearings  and  investigations  conducted  by  the  House  Small  Business 
Committee  concerning  the  allocation  of  fats  and  oils » showed  how 
agriculture  s pro  rata  allocation  control,  while  appearing  on  the  sur- 
face to  be  t;quitable,  actually  worked  to  the  detriment  of  independent 
business.  The  Department  of  Agriculture  was  allocating  fats  and 
01  s cluring  the  reconversion  period  on  the  basis  of  prewar  iisacn- 
1 he  independent  soap  nianiifacturers  had  expanded  their  facilities 
relatively  more  than  the  Big  Three,  in  order  to  take  care  of  militarv 
needs.  When  these  military  needs  were  cut  back  drastically  after 
\J-dav,  the  independent  soap  manufacturers  were  forced  to  subsist 
on  quotas  based  on  prewar  production,  which  placed  them  at  a rela- 
tive disadvantage.  Moreover,  the  largest  manufacturei-s  were  able 
to  use  synthetic  substitutes  and  other  oils  not  under  the  regular  fats 

and  oils  allocation,  wdiich  gave  the  very  large  manufacturei-s  still 
further  advantage. 

No  procedure  yet  for  correcting  conflict  ng  agency  policies 

Section  205  of  the  Reconvereion  Act  ^ directs  the  Attorney  General 
to  rnake  surveys  for  the  purpose  of  determining  any  factors  which 
may  tend  to  eliminate  competition,  create  or  strengthen  monopolies 
injure  small  business,  or  otherwise  promote  undue  concentration  of 
economic  power  m the  course  of  war  mobilization  and  durin<^  the 
period  of  transition  from  war  to  peace  and  thereafter.”  The  Justice 
Department  did  relatively  little  in  carrying  out  section  205  The 
reason  claimed  was  shortage  of  staff. 

Even  if  they  had  had  staffs  sufficient  to  make  surveys  on  the  oper- 
ations of  the  key  wartime  agencies,  and  some  of  the  old-line  agencies 
too,  the  fact  remains  that  these  would  have  been  reports  only — unless 
an  arrangement  had  been  set  up  by  which  the  Attorney  General 
could  nave  other  e.xecutive  agencies  t«ke  prompt  corri'ctive  measures 
ouch  an  arrangement  was  never  made. 

ATTITUDE  OF  BUSINESS,  LABOR,  AGRICl  LTUHAL,  ,\ND  VETERANS  GROUI  S 

TOWARD  ECONOMIC  CONCENTRATION 

This  investigation  of  the  Government’s  efforts  has  not  shown  evi- 
dence of  a determined,  effective,  and  consistent  lesolve  to  prevent 
economic  concentration.  But  if  this  is  the  attitude  of  Government 
as  expressed  m what  it  has  and  has  not  done,  it  does  not  appear  to  be 
far  different  from  the  attitude  *f  groups  out'^idc  of  Government  which 
are  concerned  with  this  jiroblem. 

Ihe  committee  wrote  to  the  leading  bu.siness,  labor,  farm  and 
vePerans  organizations  and  to  all  the  small-business  organizations  of 
whom  we  had  any  record.  A statement  was  leq nested  concerning 
their  v^s  on  the  extent  and  seriousness  of  economic  concentration  of 
their  official  position,  if  any,  and  what  action,  if  they  had  taken 
on  the  subject. 

3 Hearings  before  the  House  Small  Businc,s.s  Corr.mittee.  jit.  T,  Distribution  of  Inedible  Kats  and  OiN 
of  nli-diblV  Faa  Committee,  Distributioil 

* F’ublic  Law  438,  7Sth  Cong.,  approved  October  3,  1944. 
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It  might  have  been  expected  that  all  organizations  representing 
small  business  would  be  cjuick  to  send  statements.  Letters  were  sent 
to  24  and  answers  received  from  6.  Only  two  of  the  five  leading 
business  organizations  replied.  An  answer  was  received  from  one  of 
the  two  big  labor  organizations.  One  of  two  farm  organizations  replied. 
Two  of  five  veterans’  organizations  replied. 

The  statements  submitted  by  those  who  did  answer  were  con- 
flicting in  their  point  of  view.  The  two  leading  business  organizations 
were  not  concerned  about  economic  concentration  as  such.  They 
were  concerned  about  unfair  trade  practices. 

The  most  significant  point,  however,  about  the  answers  submitted 
was  that  although  several  expressed  official  concern,  none  of  the 
organizations  furnished  the  committee  with  evidence  of  consistent 
action  taken  over  a period  of  years  directed  toward  reducing  economic 
concentration. 


MAJOR  RECOMMENDATIONS 

Each  year  tnat  economic  concentration  increases  makes  a mainte- 
nance of  the  competitive-enterprise  economy  increasingly  difficult. 
The  stronger  monopolistic  forces  become,  the  more  insistent  are  the 
armiments  that  really  effective  antitrust  action  will  dislocate  business. 

Either  we  must  believe  in,  and  take  the  steps  necessary  to  mane 
possible,  a competitive-enterprise  system,  or  w.e  must  give  it  up,  bit 
by  bit,  year  by  year. 

If  it  is  intended  that  economic  concentration  should  be  reduced, 
there  is  no  avoiding  some  Government  interference  with  business 
and  some  expenditure  of  Government  funds.  We  cannot  avoid 
pa3ung  a price  for  our  ineffective  and  inconsistent  action  regarding 
concentration  over  the  last  50  years. 

In  this  connection,  it  is  worth  considering  whether  allowing  con- 
centration to  increase  does  not  mean,  in  effect,  much  greater  expendi- 
ture of  Government  funds  and  much  more  interference  with  business. 
To  the  e.xtent  that  concentration  of  economic  power  increases  the 
severity  of  recurring  depressions,  the  funds  spent  on  public  works  and 
unemplovment  pa.yments  are  so  huge  as  to  dwarf  to  insignificance  tne 
funds  which  an  effective  antitrust  program  would  warrant.  At  the 
present  time  funds  spent  on  antitrust  enforcement  are  a fraction  of 
one-tenth  of  1 percent  of  Government  expenditures. 

Concentration  of  economic  power  brings  with  it  inevitably  more 
and  more  Government  regulation  and  a conflict  of  pressure  groups 
trying  to  use  the  power  of  government  for  their  own  competitive 
advantage.  It  is  suggested  that  the  most  effective  way  in  the  long 
run  to  lessen  bureaucracy.  Government  interference,  and  swollen 
Government  expenditures  is  to  reduce  the  concentrations  of  economic 
power  which  exist  in  our  economvL 

This  is  an  admittedly'  difficult  task  which  cannot  be  accomplished 
by  winning  a few  brilliant  antitrust  cases.  To  accomplish  it  would 
require  a thorough  overhauling  of  governmental  administrative  policy 
and  procedure  in  the  face  of  the  customary'  resistance  of  Government 
administrators  to  change,  and  traditional  jealousy  between  different 
departments.  The  committee  staff  is  well  aware  of  the  magnitude 
of  these  practical  obstacles  and  the  difficulty  of  overcoming  them. 
But  if  concentration  is  to  be  reduced,  there  must  be  a concerted  effort 
involving  all  phases  of  government  and  a general  public  recognition 
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of  tlie  need.  The  alternatives  would  seem  to  be  either  an  eventual 
di  ift  into  fairly  complete  regulation  or  a statutory  prohibition  on  size. 

Part  II  of  this  report  discusses  many  changes  which  are  considered 
to  be  desirable  in  any  program  to  reduce  concentration.  Listed 
b(  low  are  only  those  changes  which  are  considered  absolutely  essential 
to  an  effective  program.  It  can  be  readily  seen  from  a review  of  these 
re  •ommendations  that  much  more  concern  is  indicated  about  the  estab- 
li‘hment  of  a practical  arrangement  for  reducing  concentration  than 
for  any  particular  panacea.  The  recommendations  are  divided  into 
tlose  dealing  with  the  executive  branch  and  those  dealing  with  the 
le  pslative  branch. 

^■1  Executive  branch 

1.  An  Executive  order  to  all  departments  si'tting  forth  a firm  and 
inclusive  policy  toward  reducing  concentration  and  eliminating 
re  strictive  practices. 

This  Executive  order  should  state  that  it  is  the  policy  of  the  Govern- 
rrent  that  concentration  of  economic  power  and  restrictive  practices 
aie  inimical  to  the  continued  existence  of  a competitive  free  enter- 
p ise  sj^stem;  that  each  department  should  continually  examine  its 
o-  )eratfons  to  detei  niinc  whether  it  is  following  a policy  which  in  every 
r(  spect  discoirrages  concentration ; that  each  department  should  work 
o it  a program  of  action  within  its  own  authority,  designed  to  give 
n aximum  assistance  to  a national  program  of  reducing  economic 
concentration;  that  the  de])artmcnts  should  jointly  review  their 
a'  tivities  to  make  certain  that  the  greatest  possible  amount  of  co- 
o dination  and  cooperation  exists  between  them  in  carrying  out  this 
p-ogram;  that  they  shall  prepare  for  submission  to  Congress  recom- 
n endations  as  to  amendments  in  existing  law  or  additional  legislation 
which  would  be  useful  in  furthering  tlu'  activities  of  their  respective 
a pencil's  in  this  over-all  program. 

2.  Federal  Trade  Commission  now'  has  the  authority  to  make  con- 
tinuing investigations  of  the  extent  and  seriousness  of  concentration 

0 1 an  industrv-bv-industry  and  trade-by-trade  basis.  It  is  recom- 

n ended  that  such  investigations  be  centered  in  the  Federal  Trade 
C ommission.  If  this  is  done,  the  efforts  of  the  Government  to  reduce 
c mcentration  can  then  be  directed  on  the  basis  of  the  seriousness  of 
t le  problem  rather  than  on  the  processing  of  individual  complaints. 
I , is  most  important  to  prevent  monopolistic  practices  in  their  m- 
ciption.  This  can  be  done  only  through  a systematic  approach  to 
t le  problem  on  an  industry-by-industry  basis.  . \ 

At  tin*  pi’esi'iit  time  there  is  no  test  of  the  effectiveness  of  the  (rov- 
e ’nment's  efforts  to  prevent  conciuitration.  ^^oreo^el,  concentia- 
t on  is  sucli  a broad  and  incomprehensilde  problem  that  the  public 
t ^nds  to  bcconiG  oven  aware  of  its  iinportanee  only  ^\heu  thcie 

i:.  a “trust  buster'’  to  dramatize  it.  e ^ 

Therefore,  in  order  to  provide  a continuous  ti>st  of  the  Government  s 
efforts  to  prevent  concentration  and  to  permit  an  informed  public 
awareness  of  the  problem  it  is  recomrnended  that  an  official  Index  of 
Concentration  be  continually  maintained.  T his  w ould  be  a cential 
S3urce  of  information  on  the  extent  of  concern  ration  both  on  an  over- 
all basis  and  industry-liy-industry  and  trade-by-trade.  It  is  believed 
tiiat  the  Government  could  keep  such  an  index  up  to  date  by  using 

1 iformation  which  it  now'  regularly  gathers. 
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It  is  recommemled  that  the  Commerce  Department  develop  its 
facts  on  business  so  that  they  contribute  to  a real  understanding  of 
the  extent  and  seriousness  oi'  concentration  instead  of  being  merely 
indicators  of  “general  business  conditions’’  as  they  are  at  present. 
This  would  bo  a practical  way  of  carrying  out  the  responsibility  con- 
ferred upon  the  Bureau  of  Foreign  and  Domestic  Commerce  in  1912. 

3.  It  is  further  recommended  that  the  Federal  Trade  Commission 
undertake  systematic  and  periodic  review  of  the  results  of  antitrust 
action  taken  by  both  FTC  and  Justice.  In  this  connection  it  is  essen- 
tial not  merely  to  be  sure  that  there  is  compliance  with  the  strict 
legal  requirements  of  the  cease  and  desist  order  or  the  consent  decri'c 
but  that  the  desired  economic  n'sults  have  been  achieved.  By 
desired  economic  results  we  mean  the  extent  to  w'hich  economic  con- 
centration has  been  reduced  or  restrictive  practices  eliminated. 

4.  A program  of  joint  action  by  the  antitrust  and  small  business 
agencies  to  reduce  concentration  and  eliminate  restrictive  practices 
in  those  industries  and  lines  of  trade  where  concentration  and  restric- 
tive practices  are  shown  to  represent  the  most  serious  threat  to  a 
competitive  enterprise  economy.  It  is  recommended  that  responsi- 
bility for  developing  and  supervising  this  program  be  placed  on  the 
Attorney  General.  Suggestions  are  contained  in  the  discussions  in 
part  II  as  to  features  which  slioukl  be  included  in  this  program. 

It  is  recommended  that  the  Attorney  General  carry  out  fully  the 
provisions  of  section  205  of  the  Reconversion  Act  concerning  the 
making  of  surveys  “for  the  purpose  of  determining  any  factors  w'hich 
may  tend  to  eliminate  competition,  create  or  strengthen  monopolies, 
injure  small  business,  or  otherwise  promote  undue  concentration  of 
economic  pow'er  in  the  course  of  war  mobilization  and  during  the 
period  of  transition  from  war  to  peace  and  thereafter.” 

It  is  further  recommended  that  the  Executive  branch  establish  a 
system  by  which  the  Attorney  General,  after  making  his  findings, 
can  have  corrected  quickly  the  problems  which  are  show'n  to  exist 
within  the  Executive  branch.  These  considerations  are  discussed  in 
detail  in  the  Justice  Department  section  of  part  11. 

5.  Presumably  the  issuance  of  an  Executive  order  on  concentration 
policy  would  bring  about  a change  in  Budget  Bureau  policy.  In 
any  event,  it  is  recommended  that  when  appropriations  requests  for 
the  Federal  Trade  Commission  and  Antitrust  Division  are  considered 
by  Congress,  the  statement  submitted  to  Congress  include  not  only 
the  amount  recommended  by  the  Budget  Bureau  but  also  the  amount 
originally  requested  by  the  agencies  involved. 

(i.  It  is  recommended  that  the  small  business  activities  of  the 
Department  of  Commerce  be  directed  toward  finding  out  what  needs 
to  be  done  to  strengthen  the  competitive  position  of  the  small-business 
segment  in  those  industries  and  lines  of  trade  w'here  concentration  and 
where  restrictive  practices  are  shown  to  be  most  serious.  On  the  one 
hand,  the  Department  of  Commerce  could  w’ork  with  the  antitrust 
agencies  in  removing  the  restrictive  conditions.  On  the  other  hand. 
Commerce’s  Office  of  Small  Business  could  render  ])ositive  assistance 
by  utilizing  fully  its  own  management,  marketing,  and  technical 
facilities,  as  well  as  the  facilities  of  other  Government  agencies  where 
the  need  was  clearly  shown  to  exist.  We  consider  this  to  be  preferable 
to  the  present  system  of  offering  miscellaneous  “aids’’  to  small 
business  generalh'. 
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7.  Even  though  a v(‘ry  consideralile  amount  of  surplus  property 
I as  already  been  sold,  what  is  yet  to  be  sold  can  have  a most  important 
1 (>aring  on  concentration.  It  is  recommended  that  War  Assets 
;.dministration  make  the  following  changes  in  order  to  carry  out  the 
s ntimonopoly  and  small  business  provisions  of  the  Surplus  Property 

.ct: 

(a)  On  surplus  plants; 

(1)  Announcing  by  moans  of  published  regulation  that  a bid  from 

a small  business  or  from  one  not  dominant  in  its  industry, 
equal  to  the  fair  value  of  a surplus  plant,  be  given  prefer- 
ence over  any  bid  submitted  by  a large  company  or  from 
one  which  is  dominant  in  its  industry. 

(2)  Where  a piece  of  real  industrial  property  is  so  large  that  it 

is  not  reasonable  to  expect  that  the  antimonopoly  and 
small-business  objectives  of  tlu'  act  can  be  complied  with 
under  (1)  above,  either  of  the  two  following  plans  to  he 
carried  out: 

(tt)  Divide  up  the  property  into  smaller  units  and  offer 
separate  units  for  sale  or  lease  under  terms  of  (1) 
above. 

(6)  War  Assets  to  sponsor  an  .aggressive  multiple  ten- 
ancy field  program  by  which  parts  of  large  plants 
are  leased  to  a number  of  smaller  industrial  con- 
cerns. 

(b)  It  is  recommended  that  the  War  Assets  Administration  either 
•arry  out  fully  the  small  business  preference  in  their  own  regulations 
Regulation  21  on  production  equipment  and  production  materials; 
^0-24  on  consumer  goods)  or  amend  these  regulations  to  state  fully 
ind  frankly  what  they  are  prepared  to  do  to  carry  out  the  small  busi- 

less  provisions  of  the  Surplus  Property  Act. 

8.  It  is  recommended  that  an  instruction  be  sent  to  all  Ciovern- 
nent  agencies  having  the  authority  to  expend  Government  funds  for 
■esearch  and  development  carried  on  by  private  companies.  It  is 
•ecommended  that  this  instruction  rerpiire  that  patent  rights  and 
<now-how  on  the  commercial  application  oi  that  research  be  freely 
xvailable  to  industrv  and  not  the  exclusive  property  of  the  contractor. 

9 Detailed  discussions  of  what  the  Reconstruction  Finance  Corpo- 
ration and  the  Civilian  Production  Administration  can  do  to  assist 
small  business  and  thereby  help  prevent  the  trend  toward  concentra- 
tion are  contained  in  the  analyses  of  the  activities  of  these  two  agencies 
which  appear  in  part  II.  Generally,  the  activities  of  both  agencies 
illustrate  a condition  common  to  many  of  the  adininistrative  agencies: 
namely,  little  or  no  practical  conviction  that  their  responsibilities  are 
related  to  a Government  policy  on  economic  concentration. 


ECONOMIC  CONCENTRATION  AND  MONOPOLY 


15 


SUMMARY  OF  RECOMMENDED  STEPS  FOB  AN  EFFECTIVE 
EXECUTIVE  PROGRAM 


(1) 


Executive  Order  on  Policy  Toward  Reducing  Concentration  and 

Eliminating  Restrictive  Practices 


Responsibility  for  Developing  and 
Supervising  Program 


Attorney  General ^ With  assistance  of  Budget  Bureau 


I 


Federal  Trade  Commission  ^ other  agencies,  particularly  Commerce 

Department,  to  make  available  to  FTC 
their  information  on  a basis  which 
measures  concentration 


Follow-up  by  FTC 


Follow-up  by  Antitrust  Division 


(Sec.  6 (c)  of  FTC  Act) 


(Sec.  205  of  Reconversion  Act) 


1 


(6) 


Recommendations  to  Congress  Regarding  Statutory  Changes  Necessary 
To  Carry  Out  Effective  Executive  Program 


6 
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).  Legislative  Branch 

1 if  Conirress  has  determined  that  concenti  atioii  should  be  reduced, 
t is  recommended  that  appropriation  requests  involving  Govern- 
nent  efforts  to  reduce  concentiation,  and  antitrust  appropriation 
■equests  in  particular,  be  regularly  considered  in  terms  of  the  size 
)f  the  program  necessary  to  bring  about  a reversal  of  the  trend. 

9 Anv  efforts  to  reduce  concentration  and  restrictive  practices 
o he  effective,  mnst  he  consistently  maintained.  It  is  reimminended 
hat  either  a joint  congressional  committee  separate  Senate  a^ 
House  committees  be  given,  the  specific  responsibility  for  the  fodovviUp. 

(а)  Review  of  existing  legislation  to  determine  wherein  there 
is  inconsistency  with  an  effective  policy  against  monopoly  and 
restrictive  practices.  It  is  recommended  that  particular  atten- 
tion be  given  to  the  possibility  of  revising  taxes  so  as  to  encourage 
independent  business  and  reduce  concentration. 

(б)  Power  to  make  recommendations  to  other  committees 
concerning  the  effect  of  proposed  legislation  on  concentration 

(c)  Consider  the  need  for  permanent  legislation  which  wii 
streno'then  the  present  antitrust  laws  and  make  all  segments  o 
the  economv  now  exempt  from  the  antitrust  laws  subject  to  a 
unified  Government  policy  on  concentration  Certain  se^gments 
of  the  economy,  such  as  labor  unions  (when  there  is  no  collusion 
with  management)  and  insurance  companies  are  ^y^pt  trom 
the  operation  of  the  antitrust  laws.  It  is  recommended  that  a 1 
segments  of  the  economy  be  made  subject  to  a unified  pohcj 
desio-ned  to  prevent  concentration  and  restrictive  practices. 

3.  It  is  recommended  in  addition  to  giving 
a committee  that  consideration  be  given  to  the 

resolution  setting  forth  the  intent  of  Congress  with  respect  to  con- 

centration,  as  a guide  to  all  ageucies  of  government. 

4.  The  expiration  of  the  Smaller  ar  Plants  Corporation  Act 
December  31,  1946,  raises  an  important  cjuestion  of  policy  whicli 
must  be  determined’ by  Congress.  The  S\VPC  had  n|h  to 
chase  surplus  property  for  resale  to  small  business, 

bilitv  was  later  transferred  to  RFC  by  Executive  ^ 

consider  that  the  continuation  of  the  P/^^^Ay  inirchasc  ng I t is  sufh- 
cientlv  important  to  warrant  renewal  of  the  S^M  C Act  m its 
form'd  War  Assets  Administration  can  be  made  to  carr:vy)ut  effec- 
tivelv  its  antimonopolv  and  small  business  responsibilities  through  (a 

chants  in  its  indnstnal  plant 

(b)  giving  small  business  an  effective  preference  m the  piircliasc  ot 

mirnlus  industrial  equipment  and  consumer  goods. 

If  however.  War  Assets  does  not  effectively  carry  out  this  program 
in  furtherance  of  its  small  business  responsibilities,  it  is  recommended 

“'f  7 ot  tho  Clayton  Act  be  amended 

to  include  acquisitions  of  assets  and  to  prohibit  meigers  and 
sitions  regardless  of  whether  the  company  to  be  merged  oi  ^^cxiuiicd 
?in  the  same  industrv  or  another  industry-if  the  effect  would  be 
to  ice  the  merged  companies  an  opportunity  to  exercise  prepon- 
derant economic  power  over  smaller  companies  Fo.loral 

It  is  further  recommended  in  this  connection  that  the  li  kial 
Trade  Commission  he  given  authority  under  rules  established  by 
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Congress  to  forbid  such  mergers  and  acquisitions  above  a specified 
size  after  making  a careful  review  of  the  facts  surrounding  the  proposed 
merger  or  acquisition.  This  would  require  changing  the  test  of 
legality  in  section  7 from  “substantially  lessening  of  competition,” 
and  to  substitute  a.  new  standard  expressed  in  terms  of  the  ability 
to  exercise  economic  power  over  smaller  competitors  even  though 
competition  generally  is  not  destroyed. 

It  is  recommended  that  this  clearance  of  proposed  mergers  and 
acquisitions  be  authorized  only  after  the  necessary  changes  have  been 
made  by  which  the  Federal  Trade  Commission  is  able  to  handle  cases 
much  more  promptly  than  at  present. 

6.  It  is  recommended  that  civil  penalties  be  provided  for  a viola- 
tion of  the  antitrust  laws  which  would  be  proportionate  to  the  illegal 
gains.  (For  example,  twice  the  monopoly  profits.)  This  would 
remove  the  present  opportunity  for  profit  from  continuous  and 
deliberate  violation  of  the  antitrust  laws. 

I 


PART  II 


APPRAISAL  OF  EFFORTS  TO  COMBAT  ECONOMIC 

CONCENTRATION 

Section  I-A.  Federal  Trade  Commission 

Having  a Federal  Trade  Commission  creates  a comfortable  sense 
of  protection  to  the  public  and  the  small  businessman  from  the  evils 
of  monopolistic  and  unfair  trade  practices. 

The  Federal  Trade  Commission  has  very  broad  and  sweeping  in- 
vestigatory powers.  It  has  also  the  power  to  hear  cases  and  issue 
cease-and-desist  orders  without  the  necessity  of  cumbersome  and 
time-consuming  court  procedures.  It  might  be  expected  that  an 
agency  with  such  powers  would  be  continually  abreast  of  changing 
business  practices,  keeping  the  avenues  of  trade  open. 

The  Commission,  created  in  1914,  derives  its  antitrust  responsi- 
bilities  from  the  Federal  Trade  Commission  Act  and  from  the  Clayton 
Act,  also  passed  in  1914,  and  from  the  Robinson-Patman  Act  passed 
in  1936.  In  addition  to  the  responsibilities  for  carrying  out  the 
antitrust  provisions  of  these  statutes,  the  agency  handles  a great 
many  cases  involving  misrepresentation,  unfair  advertising,  etc.^  It 
also  has  jurisdiction  under  the  Export  Trade  Act  of  1918  and  the 
Wool  Products  Labeling  Act  of  1939. 

The  committee’s  interest  has  been  almost  exclusively  in  the  anti- 
trust responsibilities  of  FTC— matters  involving  price  fixing,  price 
conspiracies,  predatory  practices,  price  discrimination,  exclusive 
dealing,  and  mergers. 

HOW  FTC  VIEWS  ITS  ANTITRUST  RESPONSIBILITIES 

The  Commission  presumably  considers  its  antitrust  responsibilities 
to  be  of  extreme  importance.  When  we  asked  them  for  their  com- 
ments concerning  the  extent  and  present  seriousness  of  monopolies 

* The  following  press  releases,  both  dated  November  14,  1946,  are  examples: 

“Stipulation  (7521)  (Silverware) 

•‘The  Federal  Trade  Commission  accepted  from  the  International  Silver  Co,,  Meriden.  Conn.,  a stipula- 
tion to  cease  and  desist  from  advertising  and  vSelling  ‘Koyal  Danish’  silverware  without  revealing  that  it 
is  of  American  design,  origin,  and  manufacture. 

“Under  the  terms  of  the  stipulation.  International  Silver  Co.  agrees  that  silverware  not  produced  in 
Denmark  bearing  the  designation  ‘Royal  Danish,’  or  any  other  designation  containing  the  word  ‘Danish,’ 
will  also  be  stamped  with  the  letters  ‘U.  S.  A.’  in  lettering  equally  conspicuous  and  in  close  proximity  to 
the  brand  stamp.  It  also  agrees  that  whenever  the  designation  ‘Royal  Danish,’  or  any  other  designation 
containing  the  word  ‘Danish,’  is  used  in  advertising,  branding,  or  labeling  silverware  not  produced  in 
Denmark,  such  legend  will  be  accompanied  by  the  term  ‘Made  in  U.  S.  A.’  or  ‘Made  by  the  International 
Silver  Co.  in  the  U.  S.  A.’  The  legend  showing  the  domestic  origin  of  the  product  will  appear  in  close 
proximity  to  the  trade  designation  in  w'ords  and  letters  of  equal  conspicuousness,  according  to  the  stipu- 
lation." 

“Supplemental  Stipulation  (7522)  (Hypnotism  Course) 

“Adolph  F.  Lonk,  trading  as  Western  Institute  of  Hypnotism,  Palatine,  111.,  entered  into  a stii  ulation 
with  the  Federal  Trade  Commission  to  cease  and  desist  from  misrepresentation  in  connection  with  the 
intei*state  sale  of  a pamphlet  purporting  to  contain  methods  and  instructions  in  hypnotism. 

“Lonk  agrees  to  stop  representing  that  the  pamphlet  contains  methods  or  instructions  in  hypnotism  and 
is  a course  in  hypnotism,  and  also  to  discontinue  using  the  word  ‘Institute’  or  any  other  similar  word  or 
phrase  in  his  trade  name  or  in  connection  with  his  business  when  he  does  not  own,  control,  or  conduct  an 
organization  for  the  study  and  teaching  of  hypnotism,  having  a staff  of  competent,  experienced,  and  qualified 
educators  for  the  purpose  of  promoting  the  study  of  hypnotism. 

“The  stipulation  is  supplemental  to  one  executed  by  Lonk  and  approved  by  the  Commission  in  January 
1937." 
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and  concentration  they  stated  that  the  “present  and  stdl 
c mcentration  of  economic  power  in  the  iTutecl  States 
tidav’s  greatest  domestic  challenge  to  the  American  theory 
letitive  enterprise.”  They  pointed  out  thai  such  concentration  of 
L-onomic  power  is  achieved  either  through  corporate  mergers  and 
fcquisitions  or  through  more  subtle  forms  of  cooperation  smih 
‘ trade  associations,  institutes,  patent  pools,  code  authorities,  and  the 

Ike.”' 

FTC  IN  ACTION 

From  1915  to  date  the  Federal  Trade  Commission  handled  approxi- 
40 percent  were  either  dismissed  or  closed  without  further  pro- 

35  percent ’resulted  in  stipulations  to  cease  and  ™ • 

25  percent  resulted  in  complaints  being  issued  by  the  Commis- 

Onlv^^aboS  15  percent  of  all  formal  cases  (those  in  which  FTC 
ssued‘ complaints)  were  antitrust  cases.  This  brings 
ngly  that  antitrust  cases  constitute  only  a small  percentage  of  tl 

^^Th  JfTC  prepared  a special  report  for  die  Monopoly  Subcommittee 
istim^  all  antitrust  cases  decided  by  the  Commission  since  September 
1932  under  section  5 of  the  Federal  Trade  C ommission  Act  and  sec- 
ion  7 of  the  Clayton  Act,  and  all  antitrust  cases  decided  since  June 

1936  involving  sections  2 and  3 of  the  Clayton  Act. 

This  report  shows  a record  of  414  antitrust  ^qoo  ® A 

^epresents  the  impact  of  FTC  on  the  antitrust  front  since  1932.  A 

break-down  of  the  414  antitrust  cases  follows: 

Cases  under  sec.  5 of  the  FTC  Act  involving  restraint  of  trade  through 
L/ttfeeW  UIIUCI  ocu  unlawful  methods A®*’ 


under  sec.  o ot  me  r iv^  

iWice  fixing  bovcotts,  blacklists,  or  other  unlawful  inethods-  — r‘p«V 
Cases  under^sec.  2 (a)  of  the  Clayton  Act,  as  amended  by  Robinson-Pat- 

C,^rundVBe''c°‘2  ArtyVimended  by  Robinson-P«t- 

‘ A=ti“  olvV,fp?v  "»*  P™””-  H 

man  ."ct,  involving  sorvices  or  facilities  disproportionately  tormshcd  to  ^ 

one  mVcia\don'Acras'ame'n'd^^^  bv  Robinson-'Pat- 

"“mr  S:  inJoiviir'^  “n'nKfSmJrklt^a^ng  receipt  o,  a price  discrinii-  . 

r«fs‘undeV:y7-3;rtheCI^^^  22 

CAcSVindei'sec®  frfX  Otoyton  ActYnv^^^^  stock  acipiisitions  in  com- 
petitor’s  company 


It  is  not  possible  to  evaluate  adequately  tlie  significance  of  this 
break-down  Lcause  there  is  no  available  information  on  the  r^jatn  e 
seriousness  of  the  difterent  types  of  antitrust  violations  ’with  the 
exception  of  the  section  7 Clayton  Act  cases.  It  is  possible, 
to  evaluate  roughly  the  significance  of  the  414  cases  in  terms  of  tlu 
^xten?  to  which^hey  deaW’ith  products,  industries,  and  companies 
connected  with  the  known  facts  on  concentration. 

> ,^ee  Report  From  the  Federal  Trade  rommii=sion,  pt.  IV. 
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The  TNEC  found  that— 

two-fifths  to  one-half  of  the  goods  covered  by  the  census  [the  last  Census  of 
Manufactures]  are  made  in  fields  where  four  concerns  controlled  three-fourths 
or  more  of  the  supply.  When  products  with  an  annual  output  valued  at  less  than 
$10,000,000  are  eliminated,  there  remain  121  products  valued  at  more  than 
$10,000,000,  in  which  it  is  certain  that  more  than  75  percent,  by  value,  of  the 
total  output  was  manufactured  by  four  firms.* 

It  is  not  possible  to  compare  exactly  products  covered  by  the  414 
cases  reported  by  FTC  against  the  121  products  listed  by  TNEC 
because  the  product  classifications  do  not  match  perfectly.  However, 
giving  FTC  wherever  possible  the  benefit  of  the  doubt,  it  is  clear  that 
fewer  than  one-third  of  the  “121  products”  are  covered  by  FTC 
antitrust  action  since  1932. 

Eleven  of  the  121  products  involve  basic  steel  shapes  or  products. 
The  FTC  report  shows  only  one  case  involving  steel.  This  was  a 
case  against  the  Bethlehem  Steel  Corp.  under  section  7 of  tDe  Clayton 
Act,  which  was  dismissed  on  May  5,  1939. 

In  fairness  to  the  Federal  Trade  Commission  it  should  be  pointed 
out  that  the  TNEC  list  of  121  products  deals  with  concentration  in 
manufacturing  only.  They  do  not  cover  the  distiibution  or  service 
trades,  and  to  that  extent  the  comparison  deserves  some  qualification. 

The  adequacy  of  the  FTC  case  record  can  be  further  checked 
by  comparing  their  own  statement  concerning  the  extent  and  serious- 
ness of  concentration  with  their  antitrust  record.  For  example, 
they  pointed  to  the  steel  industry  as  one  of  the  most  serious  from 
the  standjioint  of  concentration.  We  have  already  discussed  their 
recojcl  on  steel.  Other  industries  covered,  by  their  own  report  are 
copper  mining,  lead  mining,  dry  ice,  and  farm  implements.  Their 
antitrust  record  does  not  show  any  action  in  connection  with  these 
industries. 

They  list  some  other  industries  such  as  the  food  and  liquor  industries 
on  which  they  have  au  antitrust  record.  Their  record  in  connection 
with  the  liquor  industry  shows  nine  cases  of  which  five  were  resale 
price  maintenance  cases  instituted  prior  to  the  time  the  Miller- 
Ty dings  amendment  legalized  resale  price  maintenance.  There  were 
two  boycott  and  price-fixing  cases  against  wholesalers,  and  two  section 
7 Clayton  Act  cases  which  were  dismissed. 

The  Federal  Trade  Commission  in  their  report  to  the  committee 
pointed  to  the  growth  and  integration  activities  of  large  chain  stores, 
principally  in  the  food  trades.  While  there  were  a very  large  number 
of  FTC  cases  in  connection  with  food  products,  there  were  relative!}’ 
few  against  the  big  food  chains.  For  example,  there  is  onl}^  one  case 
against  a nationally  known  food  chain,  namely,  A & P. 

Another  test  of  the  scope  of  the  FTC  activity  is  to  match  their  case 
record  against  the  names  of  the  107  largest  industrial  corporations 
listed  in  the  National  Resources  Committee  report.*  This  list  in- 
cludes the  largest  corporations  in  the  manufacturing,  distribution, 
and  service  trades.  Oj  the  107  largest  industrial  corporations  in  the 
National  Resources  Committee  list  the  FTC  report  showed  that  they  hud 

* Final  Heport  of  the  Executive  Secretary,  TNEC,  pp.  12  and  13. 

* The  National  Resources  Committee  report,  The  Structure  of  the  American  Economy,  pt.  I,  Basic 
Characteristics,  issued  June  1939  showed  that  the  200  largest  nonfinancial  corporations  in  1935  owned  55 
percent  of  the  assets  (exclusive  of  intercorporate  securities)  of  all  nonfinancial  corporations.  The  FTC  case 
rewrd  was  compared  with  the  107  industrials— that  is,  all  companies  exclusive  of  the  93  public  utilities 
and  railroads. 
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n^t'r  ^7^7“ ""  sTtM.  t'Xr  ttrsTcS 

LI,  |;r/p‘r  s>‘’ taf„r 

c,;ro?S«  i‘£tca"o"j:.  ■ari.vss 

Corp^  ^ Elate  Glass  Co.  (4  cases),  and  Crown-Zellerbach 

A review  of  the  antitrust  cases  instituted  by  the  Federal  Trflrl#. 
Commission  in  the  last  5 years  show.s  relatively  e^^en  less  ac  i^^^^ 
against  the  important  areas  of  concentration  and  against  the  important 

srirfiT„„/settooreLt^‘"r 

TrallfcS 

t,oing  after  the  really  serious  concentration  problems  because  larira 
war  contractors  were  able  to  enlist  the  support  of  the  Army  Navv 

f^nt  7act  in  stalling  antitrust  action.  ThV  imjib^- 

tant  fact  to  be  borne  in  mind  is  that  antitrust  action  was  in  iobi 

nf  concentration  flourished  under  the  not  unfriendly  ev(> 

of  «ie  procurement  agencies  and  the  War  Production  Board 

The  inescapable  conclusion  from  a review  of  the  Federal  Trade  Com 
mmsion  antitrust  case  record  is  that  there  is  little  attemytrXe  M 
to  the  most  serious  areas  of  concentration.  It^is  recognized 
that  the  loophole  in  section  7 has  nullified  the  Commission’s  dforts 

JLilrtfWtJd  T^t^  Nevertheless  the  other  antitrust 

■ I ^ ^ Federal  Trade  Commission  do  not  indicate 

coJcenTa?LStrLs.‘’“"  “><> 

answer  is  quite  simple.  It  is  because  the  Federal 
^P^^ates  as  a kind  of  court  handling  complaints 
refefved.^^^  processes  them  as  tLy  are 

ECONOMIC  INVESTIGATIONS 

In  requesting  FTC  to  report  on  their  antitrust  activities  we  asked  for 

fuSfdTlisCof''^^  .‘‘'“''^opi^and  legal  investigations.  FTC 
urnished  a list  of  economic  investigations  which  they  had  made  during 

the  last  5 years.  Jt  appears  that  many  of  these  studies  were  under^ 

taken  ft  the  request  of,  and  were  finan.-ed  by,  other  agSes  nCr 

H W Administration,  and  that  thefdTd  not  com 

^v! the  antitrust  problem. 

a special  economic  study  of  cartels  on  September  19 
.44,  dealing  with  a number  of  basic  industries  such  as  alkalies  alu- 

It’ls''J^sertrd\hCCt7C^''^  <’Jpctrical  equipment,  potash,  and  sulfur. 

forn,S)gof  « polic.r  ‘I*® 
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A number  of  economic  reports  in  connection  with  distribution 
costs  have  substantial  relevance  to  the  antitrust  program.  The 
difficulty  is  there  does  not  seem  to  be  evidence  that  these  economic 
reports  were  used  very  fully  by  FTC  in  their  legal  work.  Their 
wholesale  bread-baking  industry  report  is  an  example.  The  report 
showed  that— 

the  smaller  companies  utilize  their  capital  investment  more  efficiently  than  the 
larger  companies,  and  that  the  largest-sized  group  of  companies  were  least  efficient 
in  this  respect. 

The  report  claims,  in  effect,  that  wasteful  trade  practices  and  preda- 
tory competition  threatens  the  existence  of  many  small  bakers,  how- 
ever efficient  they  may  be  from  an  operating  standpoint.  The  ques- 
tion here  is  how'  w ell  has  FTC  succeeded  in  stopping  these  predatory 
practices. 

Just  as  a big  business  needs  to  have  a market  anah’sis  department 
to  advi.se  on  where  it  ought  to  direct  its  efforts,  the  Government’s 
antitrust  forces  need  a trained  staff  to  keep  abreast  of  changing 
practices  and  changing  problem  areas.  The  staff  considers  this 
function  to  be  the  most  important  one  which  FTC’s  Economics 
Division  could  perform. 

The  TNEC  was  tremendously  valuable  ir  bringing  together  a great 
deal  of  information  on  the  extent  and  seriousness  of  concentration. 
It  is  no  credit  to  the  effectiveness  of  our  antitrust  efforts  from  1890 
to  1940  that  it  required  a TNEC  to  do  this.  To  plan  intelligently  a 
determined  and  successful  course  of  antitrust  action  requires  contin- 
uous and  accurate  information  on  the  extent  and  seriousness  of  concen- 
tration on  an  industry-by-industry  basis. 

The  winning  of  legal  victories  on  the  antitrust  front  is  rendered 
largely  hollow'  and  meaningless  uidess  tlie  efforts  are  directed  to  a 
solution  of  specific  economic  problems. 

Since  the  Federal  Trade  Commission  has  the  pow'er  to  secure  the 
kinds  of  information  which  are  necessary  to  have  a realistic  and  intel- 
ligent appraisal  of  the  extent  and  seriousness  of  concentration  it  is 
suggested  that  work  of  this  kind  be  centered  in  the  FTC  for  the  use 
of  its  own  organization  and  other  branches  of  the  Government. 

The  maintaining  of  information  concerning  the  extent  and  serious- 
ness of  concentration  is  important  not  only  from  the  standpoint  of 
enabling  the  legal  staffs  to  direct  their  efforts  to  the  most  serious 
problems.  It  is  important  from  the  standpoint  of  measuring  the 
economic  results  and  benefits  of  antitrust  action  already  taken.  In 
this  connection  it  is  appropriate  to  quote  from  section  6(c)  of  the  Fed- 
eral Trade  Commission  Act: 

Whenever  a final  decree  has  been  entered  again.«t  any  defendant  corporation  in 
any  suit  brought  by  the  United  States  to  jtrevent  and  restrain  any  violation  of 
the  antitrust  acts,  to  make  investigation,  upon  its  own  initiative,  of  the  manner 
in  which  the  decree  has  been  or  is  being  carried  out,  and  upon  the  application  of 
the  Attorney  General  it  shall  he  its  duty  to  make  such  investigation.  It  shall 
transmit  to  the  Attorney  General  a report  embodying  its  findings  and  recommen- 
dations as  a result  of  any  such  investigation,  and  the  report  shall  be  made  public 
in  the  discretion  of  the  Commission. 

Very  little  action  has  been  taken  under  this  section. 

DELAYS  IN  HANDLING  CASES 

One  of  the  principal  reasons  for  establishing  the  Federal  Trade  Com- 
mission was  to  create  an  administrative  procedure  for  the  handling 
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. cf  monopolistic  practices  whicfi  would  dispense  justice  much  more 
c uickh  than  could  be  obtained  through  the  curnbersome  and  time- 
c onsuming  court  procedure  followed  by  the  Antitrust  Division.  It 
\ 'as  expected  that  the  small  businessman  in  particular  could  not  afford 
1 0 wait  several  3'ears  for  the  elimination  of  pi'edatory  practices. 

The  FTC  performance  does  not  provide  much  encoinagement  on 
this  score. 

The  statements  submitted  by  Beck’s  City  Bakery  Co.  and  by  the 
, 1 )efiance  Spark  Plug  Corp.  illustrate  the  concern  felt  by  small  business- 
men caused  by  delays  in  FTC  action.  The  Beck  Bakery  statement 
( barges  the  FTC — 

( eliberated  5 rears,  with  extensive  study  and  prolomjed  hearings  in  Washington, 
Iticlunond,  and  Norfolk.  To  my  amazement  I received  a notice  from  the  Com- 
j .iission  of  dismissal  of  the  case. 


The  Defiance  Spark  Plug  Corp.  statement  charges  that  they  asked 
the  Commission  for  assistance  on  ^laj'  4,  1937,  but  the  h PC  did  not 
] iroceed  to  take  formal  action  (in  the  form  of  a complaint  against  the 
illeged  violators)  until  November  12,  1941.  The  case  was  held  up 
(luruig  the  war  because  of  “])Ossible  interference  with  the  war  effort.” 

' ihe  case  is  now  held  up  because  of  a need  to  bring  the  facts  up  to  date. 

These  tw'o  statements,  which  are  reprinted  in  part  IV,  are  no  doubt 
I xtreme.  However,  the  two  tables  below  do  not  indicate  very  prompt 
liandling. 

The  first  table  shows  the  amount  of  time  taken  to  complete  antitrust 
rases  handled  by  the  Commission  in  the  last  5 jreps.  It  should  be 
-loted  that  over  90  percent  of  these  cases  did  not  result  in  cease-and-desist 
■ u'ders.  Most  of  ihcm  w'ere  cases  which  w ere  closed  after  investigation. 

Companies  charged  by  the  Federal  Trade  C'ommission  wdth  violat- 
ng  the  antitrust  laws  have  the  right  of  appeal  to  the  courts  from  a 
;ease-and-desist  order  issued  by  the  Commission.  However,  the 
•ecord  below  does  not  include  the  time  involved  in  any  court  litigation. 
.t  involves  oiilj'  the  time  consumed  by  the  Federal  Trade  Commission 
idministrative  procedure.  The  table  below  measui-es  the  time  be- 
ween  the  date  of  application  for  complaint- — in  other  words,  wdien  the 
•equest  was  first  made  for  the  FTC  to  act — and  the  date  of  final  action 
jv  the  Commission; 


9ver  7 vears 


3ver  5 years 

Tver  4 years 

3ver  3 years 

Following  is  an  analysis  of  the 
?ases  on  which  cease-and-desist  orders  were  issued 


Number 

Nu  mber 

of  cases 

of  cases 

, 2 

, Over 

2 years 

114 

5 

Over 

1 vear  _ - - 

248 

8 

Over 

6 months  ..  - 

...  345 

_ 12 

...  471 

_ 28 

Total,  all  cases  handled. 

, 63 

time  required  to  completi'  those 


3ver  7 years 
Over  4 year.s 
Over  3 years 
Over  2 years 


2 

3 

12 

27 


Over  1 year 

Over  6 inontlus 

TotaL_ 


42 

43 


43 


The  Commission  has  offered  a variety  of  reasons  for  delays  in 
handling  cases,  the  principal  one  being  lack  of  staff,  but  in  their 
written  answ’er  to  us  they  did  not  offer  a solution  for  cutting  down 
these  delaj's  beyond  the  need  for  additional  appropriations. 

Perhaps  some  of  the  administrative  procedures  could  be  simplified. 
V chronological  record  of  their  Docket  5026,  Application  for  comiplaint 
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V Rock  Crusher  Manufacturers  Assn,  et  al.,  helps  one  to  understand 

wJiy  m addition  to  lack  of  personnel,  cases  take  so  long  in  the  Federal 
irade  Commission. 

File  1-17691  (Docket  5026) 

Application  for  Complaint  p.  Rock  Crusher  Manufacturers  .Assn,  et  al 

GOVERNMENT  CONTRACT  BROKERS PRICE  FIXING BIDS GOVERNMENT 

MACHINES ROCK  CRUSHER 

AnfnS  9.-'  application  for  complaint  directed. 

August  Zo,  10  Chief  Lxaminer. 

^ ment  attorney-examiner  to  contact  Government  depart- 

Septeniber  1,  1942.  To  Chicago  office  for  investigation, 
k eptemher  3,  1942.  Assigned  to  attorney-examiner  for  investigation 

Kequest  from  Chicago  offiice  for  interviews  in  Washingioii 

R attorney-examiner  in  Washington  territory. 

^ office  ^ ® tiashmgton  investigation  transmitted  to  Chicago 

“olf  bPcMclIo  ■■““'""■ending  tnnher 

December  7,  1942.  To  Chicago  office. 

December  12,  1942.  Assigned  to  attornev-examiner 

December  8 1942.  Memorandum  by  re^hew  attornev  to  Commission  recommend 

'^^vo^k^  hy  attorney-examiner  covering  supplemental 

review  attorney  transmitting  supplemental 

February  17,  1943.  File  closed  a.«  to  certain  respondents  and  complaint  directed 
don'orom^S  respondents.  File  to  chief  counscS  for^tpara- 

S'  fVi’Sa/T.TchicSroE  """'-'ew. 

March  15,  1943.  .Assigned  to  attornev-examiner. 

March  29,  1943.  .Memorandum  bv  attornev-examiner 

April  9 1943.  Memorandum  by  review  attorney  transmitting  results  of  sunule- 
iiiontcil  investigation  to  the  chief  counsei 

for  serW^r^'  ^ssistam  chief  counsel  transmitting  complaint 

.Migust  5,  1943.  To  Secretary  for  service  of  complaint. 

August  14,  1943.  Complaint  issued — No.  5026. 

August  8,  1944.  Order  to  cease  and  desist  issued. 

J'ebruary  1(>^  1945.  Modified  order  to  cea;3e  and  desist. 

It  should  be  noted  that  this  case,  in  terms  of  total  elapsed  time 
was  handled  relatively  quickly  when  compared  with  many  of  the 
cases  in  the  table  shown  above.  ^ 

RESULTS  OF  FTC  EFFORTS 

The  Federal  Trade  Commission  wuis  asked  in  making  its  oeport  on 
antitrust  cases  to  include  a report  on  the  results  of  their  action— 

ii“d  brief  statement  showing  manner  in  which  investigation 
recited  in  retarding  monopoly  or  concentration.”  ^ 

The  Commission  in  answering  this  part  of  the  question  merelv 
reported  on  whether  a cease-and-desist  order  had  been  issued  and  a 
( omphaiice  report  had  been  received. 
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The  Federal  Trade  Conimissioii,  after  issuance  of  the  cease-and- 
desist  order,  requires  that  the  respondent  (defendant)  send  “h.'^thi 
r to  90  days  a report  showing  how  they  are  complying  with  the 
terms  of  tSase-and-desist  order.  Receipt  of  the  compliance  report 
is  considered  to  be  the  evidence  of  a successful  antitrust  action.  In 
other  words  the  issuance  of  a cease-and-desist  order  and  the  filing  of 
aVomnliance  report  by  the  defendant-nr  r.'spondent,  as  the  h ederal 
Trade^  Commission  calls  him— ends  the  case  as  far  as  they  are 

seems  to  be  really  crucial  is  that  the  Federal  Trade  Com- 
mission appears  to  go  ahead  issuing  the  cease-and-desist  orders  in 
Srexpeefation  that  a cease-and-desist  order  and  a compliance  report 
s live  the  problem.  Without  any  independent  and  systematic  folloy- 
f n the  Commission  is  unable  to  answer  (ff)  is  the  respondent  actually 
complying-  with  the  precise  terms  of  the  onler.  or  (6)  has  the  responden 
foimd  another  means  by  which  to  continue  the  same  ollense  through 
a technique  not  covered  by  the  original  IK,  complaint. 

The  statement  from  Mr.  George  Burger  of  the  Burger  Tire  Con- 
sultant Service  makes  very  detailed  and  lengthy  charges  that  the 
cease-andTeSst  order  issued  by  the  Federal  Trade  Comrnission 
against  fhe  United  States  Rubber  Co.  in  1939  was  meaningless  in 

^"Simik^rthrie^^^^^^^^^  of  Mr.  William  Kirsch,  economic 

adviser  to  the  wfsconsin  State  Department  of  Agriculture  r^Ports  on 
the  Federal  Trade  Commission  handling  of  a complaint  of  allege 
price  fixini*'  involving  cheese  in  the  W isconsin  area. 

panics  and  their  subsidiaries^ Lie  . . ..  rommission  issued  a “eeaso-and- 

\vi.con.in.  Tb.oro  wc-re  no  hearings  old, 

desist,”  order  with  referenee  cl Deoartmont  of  Agriculture  took 

dealers  and  fariuers.  The  .Uis  ua  of  the  ca^  a request  to  the 

exception  to  such  a perempto  > . k ^ cheese  investigation  and 

Federal  Trade  Cmmuission  to  ^ received  to  this 

to  extend  it  to  the  American-cheese  mdustr\.  no  repi> 

V/iere  is  oftentimes  a great  difference  between  a legal  metory  and  an 
“ The  FTc!“Xn  quostioned  by  the  stall  about  their 

that  no  compliance  ■'eport  letter 

report. 


• Both  statements  are  printed  in  pt.  IV'. 
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FTC  SUCCESSFUL  CASES 


1 


The  committee  asked  the  Commission  to  report  as  to  which  of  the 
oases  liandled  by  them  in  tlio  last  5 years  they  consider  to  have  been 
most  significantly  siiceesshil  from  the  standpoint  of  actually  breaking 
monopolies  and  retarding  concentrations.  They  gave  us  10  cases. 
The  10  cases  and  practices  covered  are  as  follows: 

Salt  Producers  Association Price-fixing  combinations  through 

use  of  zone  delivered  prices. 
American  Chain  & Cable  Co Do. 

United  States  Malsters  Association Basing  point  and  freight  equaliza- 

tion. 

Corn  Products  Refining  Co Basing-point  system  as  a price-dis- 

crimination device. 

Discriminatory  advertising  allow- 
ances. 

Milk  and  Ice  Cream  Can  Institute Freight  equalization. 

A.  E.  Staley  Manufacturing  Co Basing-pomt  system  as  a price- 

discrimination  device. 

Wholesale  Dry  Goods  Institute Blacklist  and  boycott. 

Phelps-Dodge  Refining  Co Price-fixing  combination  with  com- 

petitors and  favored  dealers. 

Hastings  Manufacturing  Co Buying  up  competitors'  stock. 

Elizabeth  Arden Discriminatory  advertising  demon- 

stration services. 

On  October  28  the  Commission  wrote  to  the  ‘committee  supple- 
menting this  in  order  that  the  committee  would  luive  a more  repre- 
sentative group  of  cases. 


Fort  Howard  Paper  Co.  et  al Zoning  price  svstem. 

Fashion  Originators  Guild  of  America  et  al Boycotting. 

Judson  L.  Thomson  Manufacturing  Co Exclusive  dealing. 

Rock  Crusher  Manufacturers  Association  and  Associated  Price  fixing. 
Equipment  Distributors. 

Specialty  Accounting  Supply  Manufacturers  Association..  Do. 

Group  of  9 cases  involving  collusive  bids  on  shipyard 
contract. 


Because  of  the  loophole  in  section  7 of  the  Clayton  Act  the  FTC 
cannot  make  any  claim  of  accomplishment  from  the  standpoint  of 
“actually  bren king  monopolies  and  retarding  concentration”  through 
prevention  of  monopolistic  mergers.  The  Commission  must,  there- 
fore, confine  itself  to  reporting  upon  activities  against  monopolistic 
practices — practices  which  if  allowed  to  continue  serve  to  maintain 
a,nd  increase  concentration.  A review  of  the  most  successful  cases 
listed  shows  that  the  FTC  makes  its  claim  for  accomplishment  to  a 
considerable  degree  on  its  drive  against  zone  pricing,  basing  point, 
and  similar  devices. 

The  Federal  Trade  Commission  can  make  a convincing  demonstra- 
tion that  such  devices  are  the  means  by  which  price  competition  is 
avoided  and  monopolistic  power  maintained.  Their  interest  in 
going  after  these  problems  is  an  evidence  of  concern  for  some  of  the 
basic  issues  in  the  maintenance  of  the  competitive  enterprise  economy. 

However,  even  though  the  FTC  won  legal  victories  against  such 
price-fixing  devices,  the  really  important  issue  has  to  do  with  economic 
results  of  these  legal  victories.  The  FTC  points  out  that  the  courts 
have  upheld  the  Commission  on  all  the  cases  in  the  group  which  have 
been  appealed.  But  they  admit  that  they  have  no  evidence  as  to  the 
economic  results  of  their  legal  victories  beyond  the  receipt  of  reports 
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from  the  defendants  saying  that  they  have  abandoned  the  practices 
covered  by  the  cease-and-desist  order. 

Without  any  independent  and  systematic  follow-up  there  is  no 
proof  that  (a) 'the  terms  of  the  cease-and-desist  order  are  being  fully 
complied  with,  or  (6)  other  devices  may  not  have  been  found  not 
covered  by  the  cease-and-desist  order  winch  accomplish  the  same 
result.  The  Commission  recognizes  this  in  its  report  to  the  committee: 

The  reports  of  compliance  with  the  Commission’s  order  in  the  above-men- 
tioned cases,  insofar  as  such  orders  have  become  hnal  by  court  affirmance  or  by 
expiration  of  the  statutory  period  for  court  review,  indicate  the  effectiveness  of 
such  orders  as  far  as  can  lie  determined  from  the  face  of  such  reports.  Only  by  a 
continual  policing  by  field  investigation  of  the  industries  involved  could  it  be 
ascertained  how  permanent  have  been  the  results  obtained. 

In  the  cases  involving  collusive  bidding  on  work  done  for  the  Cramp 
Shipbuilding  Co.  the  Commission  reports  that  as  a result  of  these 
cases  the  Civil  Claims  Division  of  the  Department  of  Justice  was 
able  to  file  suit  for  damages.  On  two  other  of  the  cases  in  the  “most 
successful”  list,  Corn  Products  and  A.  E.  Staley,  the  Commission 
makes  reference  to  beneficial  economic  results,  but  their  statements 
are  somewhat  vague.  They  refer  to  the  two  cases  as  follows: 

The  glucose  cases  have  had  substantial  repercussions  in  the  business  world  and 
a number  of  indinstiies  are  reported  to  be  modifying  theii  delivered-price  systems 
to  conform  with  them,  so  far  as  the  outlawing  of  phantom  freight?  is  concerned. 

ADMINISTRATION  OF  THE  FEDERAL  TRADE  COMMISSION 

The  agenev  is  headed  by  five  Commissioners  appointed  for  staggered 
terms  of  7 years.  The  chairmanship  is  rotated  every  year  among  the 

five  Commissioners.  ... 

The  five  Commissioners  divide  up  between  them  the  administrative 
iluties  involved  in  carrying  on  the  work  of  the  Commission  and  super- 
vising the  activities  of  its  five  hundred-odd  employees.  The  Com- 
missioners must  also  sit  as  judges  in  the  hearing  of  cases.  A member 
of  tho  monopoly  coinniittoo  stall  was  infornuHl  verbally  that  tho  Com- 
missioners  meet  every  morning  in  executive  session  to  discuss  cases 
and  meet  on  an  averiige  of  two  afternoons  a week  to  hear  cases. 

This  would  appear  to  be  an  extremely  heavy  load  for  anyone  to 
carry.  It  is  almost  as  though  the  Supreme  Court  Justices  were  asked 
to  rim  War  Assets  Administration  in  their  spare  time.  The  serious- 
ness of  the  heavy  load  on  the  Commissioners  is  further  accentuated 

when  one  considers  their  ages.  , • i i 

This  would  raise  the  question  as  to  whether  it  might  be  advisable 
to  divorce  the  Commissioners  from  their  administrative  duties,  leav- 
incr  them  free  to  function  as  a court.  Tb.e  operation  of  the  agency 
mfght  be  put  in  the  hands  of  an  adniinistiator  who  would  devote  his 
full  time  to  planning  the  most  effective  ways  to  reduce  concentration 
and  monopolistic  practices  and  to  strengthen  the  competitive  enter- 
prise economv.  . . 

The  Commission  made  a supplemental  appropriation  request  a few 

months  ago,  basing  the  need  for  additional  funds  on  the  carrying  out 
of  its  reorganization  plan.  ISo  mention  of  this  plan  was  made  by  the 
Commission  in  answer  to  our  request  for  c<5mments  and  advice  as  to 
w’hat  changes  are  necessary  to  enable  your  agency  to  carry  out  fully 
the  intent  of  existing  law'  if  you  are  presently  unable  to  do  so.” 
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The  reorganization  plan,  as  explained  in  the  supplemental  appro- 
priation request,  envisaged  an  industry-wide,  approach  in  dealing 
with  unfair  trade  practices,  as  contrasted  with  the  case-by-case  ap- 
proach. It  w'as  claimed  that  the  case-by-case  approach  is  discre- 
tionary and  unnecessarily  time  consuming. 

Heretofore  trade-practice  conferences  have  been  called  when  re- 
quested by  the  industry.  Under  the  reorganization  plan  it  is  con- 
templated that  the  Commission  would  take  the  initiative  in  calling 
these  conferences  wdiere  bad  practices  are  known  to  exist. 

A review'  of  the  Federal  Trade  Commission  case  record  indicates 
very  clearly  that  any  means  by  wdiich  the  time  spent  on  thousands 
of  insignificant  cases  can  be  lessened  is  a very  desirable  improvement. 

Since  the  reorganization  plan  is  not  yet  completed  and  in  full  oper- 
ation, the  committee  staff  has  only  one  further  comment  to  offer. 
The  question  is  whether  the  Trade  Practice  Conferences  will  be  used 
as  a means  of  trying  to  eliminate  certain  objectionable  business  prac- 
tices, such  as  misrepresentation,  unfair  advertising,  etc.,  or  whether 
they  w ill  get  dow  n to  the  monopolistic  practices  which  go  to  the  root 
of  the  concentration  problem.  For  example,  will  the  Federal  Trade 
Commission  call  in  the  automobile  manufacturers,  the  dealers,  and 
the  independent  manufacturers  of  automotive  parts?  Will  the  FTC 
obtain  through  a trade  practice  conference  agreement  from  large 
automobile  manufacturers  to  cease  putting  pressure  on  the  dealers 
every  time  the  dealers  want  to  buy  their  parts  from  independents? 
Can  the  FTC  through  a trade  practice  conference  eliminate  the 
squeezes  from  wdiich  it  is  alleged  independents  in  the  oil  industry 
suffer  bj^  reason  of  the  integrated  operations  of  their  big  competitors? 

APPROPRIATIONS 

Any  shortcoming  of  the  Federal  Trade  Commission  which  may  be 
pointed  out  in  this  report  should  not  be  allowed  to  obscure  the  highly 
salient  fact  that  the  appropriations  to  the  Federal  Trade  Commission, 
even  if  the  agency  were  devoting  all  its  time  to  handling  the  most 
significant  antitrust  cases,  would  be  insufficient  to  allow'  it  to  fulfill 
its  function  in  helping  to  reverse  the  trend  of  concentration. 

The  unfavorable  odds  against  wdiich  the  staff  of  the  Federal  Trade 
Commission  niust  work  is  nowhere  more  glaringly  illustrated  than  by 
the  case  against  the  Cement  Institute.  In  this  case  only  three  Com- 
mission attorneys  participated  in  the  trial,  yet  they  were  opposed  by 
lawyers  from  41  law  firms,  many  of  them  amongst  the  largest  and  most 
successful  in  the  country.  Press  releases,  according  to  the  Federal 
Trade  Commission,  have  appeared  to  the  effect  that  the  defendants 
in  this  case  spent  in  excess  of  $5,000,000 — $5,000,000  against  three 
Commission  attorneys.  Five  million  dollars  represents  twdee  as  much 
money  as  the  entire  Federal  Trade  Commission  receives  in  1 year. 
* * * The  Federal  Trade  Commission  lost  this  case  against  the 

Cement  Institute  by  a 2 to  1 decision  in  the  circuit  court  of  appeals. 

Appropriations  are  so  important  to  an  effective  antitrust  program 
that  it  is  w'orth  reproducing  below  the  budget  history  of  the  Federal 
Trade  Commission  for  the  last  10  vears: 
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Stateineni  of  the  estimates  of  ap'propriaiions  and  the  appropriations  of  the  Federal 
Trade  Commission  for  the  fiscal  years  1938  to  1947,  inclusive 


Esi  iniate  sub- 
mitted to 
thu  Bureau  of 
tbe  Budget 

Amount 
approved  by 
the  Bureau  of 
j the  Budget 

Appropriated 
by  Congress 

Fiscal  year: 

1938  

$2, 601, 690 

$1,981,000 

$1,981,000 

1939  

2, 462, 681 

2, 180, 700 

2, 180, 700 

1940  

2,  792, 100 

2, 324,  000 

2.  324, 000 

194i  ' 

2.  802, 431 

2, 300, 000 

2, 300,000 

1^2  

2,  867, 870 

2,360,000 

2, 360,000 

1943  - 

3,147, 681 

2,  302,  474 

2, 050, 250 

1944  

2.  715. 444 

2, 043.000 

1.943,000 

1^5  

2,781,145 

2, 095. 900 

2, 054, 070 

1946  - 

3,715,720  ; 

2,  224,000 

2, 173, 833 

1947  - 

3, 572,  223 

2, 619,  400 

2,  239, 120 

ftnnnlpmpntftl  PQtimAtft.«s  hAQAfl  nn  niAn  of  rporeflnization . 

2,  551,  209 

1 857,000 

330,000 

Total  fl947)  

5,123. 432 

3, 476, 400 

2,  569, 120 

1 FTC  comment:  “The  Budget  decided  that  under  the  reorgai  ization  plan  full-time  staffing,  as  repre- 
sented by  the  Commission’s  estimates,  was  not  practicable  during  1947  because  of  flow  or  work  and  recruit- 
ment problems,  and  therefore  approved  an  ecjuivalent  amount  of  $s50,000  [plus  $7,000  for  printing]  for  part 
time  staffing  for  1947.” 

Two  facts  stand  out:  (1)  With  the  exception  of  the  1947  appropria- 
tion, Congress  in  each  of  the  10  years  gave  the  Federal  Trade  Com- 
mission practically  the  amount  approved  by  the  Budget  Bureau. 
Therefore,  as  far  as  the  Federal  Trade  Commission’s  budget  for  the 
last  10  years  is  concerned,  the  Budget  Bureau  must  be  held,  in  the 
first  instance,  responsible  for  the  agency’s  limited  appropriation. 
(2)  The  Budget  Bureau  made  very  substantial  reductions  in  the 
amounts  originally  requested  by  the  Federal  Trade  Commission. 

The  Budget  Bureau  always  mustei’s  good  reasons  for  cutting  an 
agency’s  appropriation.  The  consistent  cuts  by  the  Budget  Bureau 
indicate  more  clearly  than  any  amount  of  words  either  (a)  lack  of 
awareness  of  the  importance  of  antitrust  activity  to  the  maintenance 
of  the  competitive  enterprise  economy,  or  (6)  a belief  that  the  Federal 
Trade  Commission’s  activities  were  not  sufficiently  significant  to  the 
, antitrust  program  to  warrant  additional  funds.  If  the  latter  was  the 

I reason,  it  is  no  answer  to  slash  the  agency’s  budget.  Instead,  the 

Budget  Bureau  should  undertake,  as  the  Executive’s  general  manager, 
to  bring  about  the  administrative  improvements  necessary  to  enable 
the  Commission  to  properly  carry  out  its  functions.  'The  Budget 
Bureau  in  their  report  to  the  committee  indicated  that  they  are  now 
working  with  FTC  with  a view  to  bringing  about  administrative  im- 
provements. 

STATUTORY  AUTHORITY 

The  committee  asked  the  Federal  Trade  Commission  for  recommen- 
dations for  strengthening  the  statutes  designed  to  prevent  monopoly 
and  concentration.  They  stated  that  the  outstanding  deficiency  is  the 
loophole  in  section  7 of  the  Clayton  Act.  Section  7 of  the  Clayton  Act 
prohibits  one  corporation  from  acquiring  the  stock  of  a competing 
corporation  where  the  effect  is  to  substanlially  lessen  competition. 

The  Commission  was  quite  frank  to  admit  that  it  has  been  a total 
failure  in  preventing  mergers  which  have  had  the  effect  of  lessening 
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competition.  The  Commission  claims  no  responsibility  for  this  since 
the  Supreme  Court  decision  in  1926  which  drew  a very  sharp  distinc- 
tion between  acquisition  of  stock  and  acquisition  of  assets.  Corpora- 
tions wishing  to  avoid  any  unpleasantness  with  the  Federal  Trade 
Commission  simply  acquire  the  assets  of  a competing  company. 
Ever  since  1926  the  Commission  has  recommended  iq  its  yearly 
reports  that  this  distinction  be  corrected  through  remedial  legisla- 
tion. No  real  action  was  taken  on  this  recommendation  until  1945 
when  Representative  Estes  Kefauver  introduced  a bill  to  plug  the 
loophole  in  section  7.  This  bill,  which  was  reported  out  favorably  by 
the  House  Judiciary  Committee,  did  not  reach  the  floor  of  the  House 
during  the  Seventy-ninth  Congress. 

Members  of  the  committee  staff  asked  Federal  Trade  Commission 
officials  whether  the  Commission  was  effective  prior  to  the  unfavor- 
able 1926  Supreme  Court  decision.  The  answer  given  was  that  when 
the  FTC  was  given  the  responsibility  in  1914  for  policing  section  7 
of  the  Clayton  Act  it  was  several  years  before  it  started  to  deal 
energetically  with  the  merger  problem. 

The  Federal  Trade  Commission  was  also  asked  what,  since  60 
percent  of  the  major  mergers  consisted  of  acquisition  of  assets  rather 
than  stock,  they  had  done  to  enforce  section  7 with  respect  to  the  40 
percent  of  the  cases  where  mergers  came  by  acquisition  of  stock. 
Their  answer  was  very  revealing  in  that  it  showed  that  as  soon  as  the 
FTC  moved  against  a merger  involving  the  acquisition  of  stock,  the 
respondent  could  quickly  move  to  acquire  the  assets  and  thereby 
lead  the  Commission  on  a wild-goose  chase. 

We  thert'fore  have  a period  from  1914  to  1946 — a period  in  which 
concentration  increased  greatly,  in  large  part  through  mergers  and 
acquisitions— and  yet  a fundamental  principle  of  the  Clayton  Act 
was  almost  completelv  ineffective. 

At  the  time  the  TNEC  considered  the  need  for  removing,  through 
legislation,  the  distinction  between  assets  and  stock  they  made  the 
following  additional  recommendation: 

The  Committee  * * * feels  that  additional  legislation  is  indicated,  its 

purpose  being  to  halt  the  merger  process  in  its  inception,  rather  than  to  continue 
to  attempt  to  do  so  through  case-by-case  litigation  after  the  event.  We  propose 
that  the  Federal  Trade  Commission  be  given  authority,  to  be  fixed  by  the  Con- 
gress, to  forbid  the  acquisition  of  assets  and  property  of  competing  corporations 
of  over  a certain  size,  unless  it  is  made  to  appear  that  the  purpose  and  apparent 
effect  of  such  consolidation  would  be  desirable. 

The  common  sense  of  this  proposal  in  terms  of  causing  less  disrup- 
tion to  business  would  seem  to  be  as  sound  now  as  it  was  in  1941. 
However  for  the  Federal  Trade  Commission  to  handle  administratively 
matters  of  this  scope  it  would  he  necessary  for  the  agency  to  greatly  speed 
up  its  present  procedure  for  handling  cases. 

It  should  be  noted  that  section  7 of  the  Clayton  Act  deals  with 
acquisition  of  a competing  company.  It  does  not  cover  acquisitions 
of  suppliers  or  of  customers,  nor  does  it  cover  acquisition  of  com- 
panies in  unrelated  fields.  Many,  perhaps  most,  of  the  few  hundred 
largest  nonfinancial  corporations  which  today  control  over  half  of  all 
the  assets  of  nonfinancial  corporations  are  not  merely  dominant  in 
the  industries  in  which  they  started,  but  have  spread  their  control 
over  mam^  fields.  When  one  of  these  corporations  acquires  a supplier 
or  a company  in  an  unrelated  line  of  business  they  are  obviously  not 
acquiring  a competing  company. 
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Nevertheless,  there  is  a question  as  to  whether  their  ])reponderaut 
power  gives  them  an  advantage  which  is  n<»t  conducive  to  the  main- 
tenance of  a competitive-enterprise  economy.  This  kind  of  argument 
is  illustrated  Ijy  the  recent  Justice  Department  suit  against  the  Atlantic 
and  Pacific  Tea  Company  wherein  a showing  was  made  that  the 
A & P’s  owning  of  processing  plants  enabled  them  to  obtain  advan- 
tages from  supjiliers  which  noninti'grated  companies  cmdd  not  enjoy. 
This  kind  of  problem  suggests,  therefore,  that  if  we  are  to  deal  re.so- 
luteiy  with  concentration  it  may  he  advisable  to  broaden  section  7 
of  the  Clavton  Act. 

The  Commission  stated  that  jurisdiction  under  the  Federal  Trade 

ton  Acts  with  respect  to  interstate  commerce 
is  more  restricted  than  undiT  the  Sherman  Act.  The  point  i.s  made 
that  the  Antitrust  Divisimi,  operating  under  the  Sherman  Act,  is 
able  to  take  action  against  monopolistic  practices  which  affect  inter- 
state commerce.  The  Federal  Trade  Commission,  operating  under 
the  Federal  Trade  Commission  and  the  Clavton  Acts,  is  limited  to 
proceeding  against  unfair  methods  of  competition  in  interstate  com- 
merce. 

An  example  of  where  this  distinction  becomes  important  is  afforded 
bj-  a case  brought  to  the  attention  of  the  committee  by  an  independent 
dairy  operating  in  Illinois.  This  company  charges  that  a subsidiarv 
of  one  of  the  biggest  dairy  companies  is  being  used  to  drive  him  out  of 
business.  The  allegation  made  is  that  the  subsidiary  is  trucking  milk 
75  miles  into  the  independent’s  territory  and  selling  i'or  2 cents  a'^fpiart 
less  than  in  the  subsidiary’s  home  territory.  When  the  independent 
complained  to  the  kederal  Trade  Commission,  the  Commission  re- 
plied that — 

the  jurisdiction  of  the  Federal  Trade  Comnii.s.'^ion  i.s  limited  to  matters  involving 
interstate  commerce.^  The  situation  a.s  outlined  V)v  you  relates  to  milk  produced 
and  sold  within  the  State  of  Illinois  and  conse(|uenlly  would  not  come  within  the 
jurisdiction  of  this  C(jmmission. 

_ The  independent  dairy  complains  in  effect  that  the  interstate  opera- 
tions oi  the  big  dairy  company  enable  it  to  subsidize  loss  operations  of  a 
subsidiary  for  the  purpose  of  driving  out  local  competition. 

There  does  not  seem  to  be  any  logical  reason  w*h,y  the  jurisdiction  of 
the  Federal  Trade  Commission  with  respect  to  interstate  commerce 
should  be  any  less  than  that  of  the  Antitrust  Division. 

Investigators  asked  the  Commission  whether  the  operations  of  labor 
unions  which  affect  monopoly  or  concentration  of  power  come  within 
their  jurisdiction.  They  pointed  out  that  they  had  jurisdiction  over 
any  monopolistic  practices  of  labor  unions  where  these  practices  were 
canned  out  in  conjunction  with  management.  The  agency  pointed 
out  that  any  monopolistic  practices  of  labor  unions  which  do  not 
involve  agreement  or  collusion  with  management,  but  w^hich  affect 
interstate  commerce,  should  not  be  handled  by  the  FTC  but  should,  if 
necessary,  be  handled  by  other  agencies. 

If  we  are  to  deal  resolutely  and  effectively  with  monopolistic  prac- 
tices and  concentration  the  attack  must  be  on  a broad  front.  Merely 
to  plead  no  jurisdiction  does  not  solve  the  problem. 

The  Commission  suggested  that  the  Clayton  Act  be  amended  so 
that  cease  and  desist  orders  issued  for  violations  of  the  act  became 
final  orders,  just  the  same  as  cease  and  desist  orders  issued  under  the 
Federal  Trade  Commission  Act.  Cease-and-desist  orders  issued  undei 
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the  Federal  Trade  Commission  Act  are,  unless  appealed  to  the  courts 
within  a stated  period  of  time,  final  orders  and  have  the  force  of  law. 
Cease-and-desist  orders  issued  under  the  Clayton  Act,  liowever,  do 
not  have  the  force  of  law  unless  affirmed  by  the  courts. 

The  common  sense  of  this  FTC  proposal  is  compelling.  The  argu- 
ment would,  how'ever,  be  much  stronger  if  the  FTC,  as  a matter  of 
regular  practice,  systematically  follow’ed  up  on  all  cease-and-desist 
orders.  Until  this  is  done  conclusive  proof  would  seem  to  be  lacking 
that  the  difference  between  the  two  acts  makes  compliance  with  cease 
and  desist  orders  issued  under  the  Clayton  Act  more  difficult. 

The  Commission  also  recommends  stiffer  penalties  for  violation  of 
the  antitrust  laws.  Since  the  Federal  Trade  Commission  issues  cease 
and  desist  orders  which  do  not  involve  the  imposition  of  any  fines, 
the  only  w'ay  in  which  stiffer  penalties  would  directly  affect  the  FTC 
would  be  through  heavier  penalties  for  violation  of  FTC  cease  and 
desist  orders.  Here  again  the  first  need  would  seem  to  be  for  follow-up 
checks  to  determine  compliance  with  the  original  FTC  orders. 

The  Federal  Trade  Commission  recommends  specific  legislation 
outlawung  basing  points  and  related  pricing  systems  which  have  the 
effect  of  creating  identical  delivered  prices  among  sellers  with  wudely 
divergent  freight  costs.  The  argument  is  made  that  specific  legisla- 
tion would  relieve  the  necessity  for  the  Commission  to  proceed  on  a 
case-by  case  basis  against  basing  point  practices.  The  Commission 
is  convinced  that  basing  point  and  related  pricing  systems  are  illegal 
under  the  antitrust  laws.  Recent  Supreme  Court  decisions  have  been 
favorable  to  the  FTC  contention,  although  a circuit  court  split  decision 
a few  WTeks  ago  involving  the  Cement  Institute  was  unfavorable  to 
the  Commission. 

The  Conimission  seems  to  make  the  case  that  industry  compliance 
in  abandoning  basing  points  would  be  much  more  complete  if  a new 
law'  w'ere  passed  by  Congress  than  if  the  courts  were  to  interpret  exist- 
ing law,  even  though  the  meaning  w'ere  the  same. 

Perhaps  the  new  Trade  Practice  Conference  procedures  of  the  Com- 
mission can  be  a means  of  making  business  much  better  informed 
concerning  the  significance  of  court  decisions  and  interpretations  of 
existing  law  as  they  affect  particular  industries  and  practices. 

d lie  committee  has  a.sketi  the  federal  Trade  Commission  whether  a 
clearer  distinction  should  be  drawm  between  the  proper  functions  of 
f 1C  and  those  of  Justice  so  that  the  danger  of  duplication  w'ould  be 
eliminated. 

The  FTC  states  that  it  believes  that  there  is  no  danger  of  duplication 
between  FTC  and  Justice  of  a kind  wdiich  w'ould  “indicate  the  need 
of  any  legislation.”  The  Commission  claims  that  Antitrust  Division 
and  FTC  have  cooperated  successfully  “to  the  end  of  preventing 
duplication  of  their  efforts  in  the  fierd  of  injunctive  relief  against 
combinations  in  restraint  of  trade.”  The  FTC,  it  appears,  has  been 
ceded  rather  exclusive  responsibility  in  handling  basing-point  cases 
through  a letter  written  by  the  Attorney  General  in  1937  to  the 
President.  The  Commission  goes  on  to  make  the  following  verg 
interesting  observation: 

\\  bile  it  was  contemplated  tlial  the  Commission  would  proceed  against  incipient 
restraints  of  trade  as  constituting  unfair  methods  of  competition  there  is  acuially 
no  feasible  method  of  distinguishing  restraints  that  are  incipient,  tho.se  that  are 
half  grown,  and  those  that  are  fully  developed,  especially  in  the  field  of  voluntarv 
combinations. 
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The  problem  of  ‘•safeguarding  the  competitive-enterprise  economy”  is  so  vast 
and  comidex  that  the  combined  efforts  of  both  agencies  can  hardy  be  excessive 
and  need  not  be  duplicatory,  assuming  a reasonable  degree  of  cooperation  between 
them. 

There  have  been  some  instances  of  duplication  between  the  Federal 
Trade  Commission  and  Justice.  For  example,  both  have  brought 
action,  against  the  cement  industry.  The  real  problem  would  seem 
to  be  not  duplication  but  the  failure  of  the  two  agencies,  and  indeed 
of  other  parts  of  the  Government,  to  map  out  a common  plan  of 
strategy  as  to  the  best  ways  to  use  their  limited  forces  to  handle 
concentration  and  monopolistic  practices. 

Section  I-B.  Department  of  Justice 
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HOW  ANTITRUST  DIVISION  VIEWS  ITS  RESPONSIBILITIES 

Antitrust  Division's  principal  responsibilities  and  powers  are  derived 
from  jurisdiction  under  the  Sherman  Act  and  under  the  Clayton  Act. 
However,  the  Division  has  certain  supplementary  responsibilities 
under  37  other  acts.® 

In  answer  to  our  request  for  comments  on  the  extent  and  pres(uit 
seriousness  of  concentration,  the  Antitrust  Division  admits  its  failure 
in  preventing  the  growth  of  monopoly  and  concentration  and  outlines 
the  huge  task  ahead  of  it  in  endeavoring  to  carry  out  its  responsibili- 
ties. The  following  will  suffice  to  illustrate  this  point;^ 

The  monopoly  problem  in  American  industry  is  today  more  serious  and  wide- 
spread than  at  any  time  since  the  passage  of  the  Siierman  Act. 

The  problem  must  be  appraised  in  the  light  oi  the  developments  that  have 
taken  place  not  only  in  the  United  States  but  in  the  entire  world  during  the  56 
years  that  have  elapsed  since  the  passage  of  the  Sherman  Act.  This  legislation 
was  adopted  to  curb  the  gro\^ing  power  of  the  ‘‘trusts.”  In  the  first  decades 
following  the  turn  of  the  century  the  growth  of  business  and  the  technological 
and  scientific  advances  in  industry  werp  so  rapid  that  expansion  of  the  larger 
corporations  outpaced  the  modest  efforts  then  being  made  in  antitrust  enforce- 
ment. The  inevitable  concentrations  that  occurred  in  World  War  I were  followed 
by  the  *'era  of  consolidation”  which  saw  the  industrial  giants  growing  still  larger. 
The  emergence  of  a new  threat,  the  cartel  syslein,  introduced  international 
considerations  and  foreign  pressures  into  play.  orld  War  II  brought  about  an 
even  greater  concentration  of  economic  power  into  the  control  of  the  larger 
industrial  concerns.  The  trend  that  was  accelerated  during  World  War  II  con- 
tinues unaljated  today. 

It  is  apparent  that  there  are  economic  forces  which  have  constantly  and  perhaps 
inevitably  made  the  monopoly  proljlem  increasingly  more  serious.  Nevertheless, 
it  is  undoubtedly  true  that  the  enforcement  of  the  existing  antitrust  laws  has 
acted  as  a brake,  and  in  some  degree  has  retarded,  both  the  rapidity  and  intensity 
of  the  trend  away  from  competition.  P'or  example,  in  1941-42  antitrust  enforce- 
ment to  dissipate  the  influences  of  international  cartel  agreements  often  proved 
strikingly  effective.  It  would  be  unrealistic,  however,  to  assume  that  efforts  to 
cope  with  the  monopoly  problem  have  been  or  can  be  effective  if  resources  avail- 
able for  enforcement  continue  to  be  as  inadetiuate  as  previous  appropriations. 

The  most  serious  consequence  of  concentration,  as  it  confronts. Uie  Nation  at 
the  present  time,  is  that  it  severely  restricts  that  freedom  of  economic  opportunity 
which  is  a basic  principle  of  the  American  system  of  government.  Specifically, 
monopoly  is  the  principal  obstacle  to  the  formation  and  successful  operation  of 
new,  independent  enterprises.  It  is  a corollary  to  this  proposition  that  monopoly 
is  the  greatest  barrier  to  the  development  of  new  industries.  It  has  always  been 
fundamental  to  our  thinking  that  competition  is  the  condition  that  provides  the 
greatest  stimulus  to  the  creation  of  new  business  and,  in  fact,  to  whole  new 
industries. 


• List  of  these  acts  appears  in  pt.  IV  of  this  report. 
^ See  Report  from  the  Justice  Department,  pt.  IV. 
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The  Division’s  full  statement  summarizing  the  forms  and  methods 
by  which  monopoly  groups  today  are  seeking  to  establish  and  per- 
petuate control  merits  careful  examination  by  all  persons  concerned 
with  the  problem. 

SCOPE  OF  ANTITRUST  DIVISION  ACTIVITIES 

From  1890  to  August  1946,  the  Department  of  Justice  has  filed  about 
860  antitrust  cases,  or  an  average  of  about  15  per  year.  Of  course, 
this  average  is  misleading,  as  the  record  of  cases  shown  in  part  IV 
illustrates.  More  than  half  of  these  cases  have  been  filed  in  the  last 
10  years. 

In  short,  the  Justice  Department  during  the  47-year  period  from 
1890  to  1937 — a period  in  which  concentration  increased  tremen- 
dousl3'^ — ^was  a policeman  who  looked  the  other  way. 

Even  though  over  half  of  all  Justice  Department  antitrust  cases 
have  been  filed  in  the  last  10  j^ears,  antitrust  action  during  the  war 
was  held  to  a large  extent  in  abeyance,  as  both  FTC  and  Justice  have 
pointed  out. 

Mere  numbers  of  cases  filed,  however,  are  only  a partial  indication 
of  the  impact  of  the  Antitrust  Division  in  trying  to  halt  the  growth  of 
monopoly  and  concentration.  The  Justice  Department  record  in 
answer  to  our  question  2 (d)  reports  that  451  uases  were  instituted 
under  the  antitrust  laws  since  January^  1 , 1937.  Their  451  cases  break 
down  as  follows: 

263  criminal  cases; 

188  civil  cases; 

60  civil  cases  have  not  yet  been  tried; 

128  civil  cases  liave  been  tried. 

While  criminal  cases  no  doubt  contribute  to  discouraging  and  pre- 
venting restrictiye  practices,  they  are  not  calculated  to  jirovide  sub- 
stantial economic  results  in  terms  of  increased  competition  when 
directed  against  companies  already  enjoying  a monopoly  or  pre- 
ponderant economic  power.  Inherent  in  a high  degree  of  concentra- 
tion is  the  power  to  exclude  competitors  and  to  prevent  effective  price 
competition.  As  the  court  pointed  out  in  the  aluminum  "case: 

True,  it  might  have  been  thought  adequate  to  condemn  only  tho.se  monopolies 
which  could  not  show  that  they  had  exercised  the  highest  possible  initiative,  had 
adopted  every  possible  economy,  had  anticipated  every  conceivable  improveinent, 
stimulated  every  possible  demand.  Xo  doubt  that  would  be  one  wav  of  dealing 
with  tlie  matter,  although  it  would  imply  constant  scrutiny  and  constant  super- 
vision, such  as  courts  are  unable  to  provide.  Be  that  as  it'mav,  that  was  not  the 
way  that  Congress  chose;  it  did  not  condone  “good  trusts”  and  condemn  “bad”; 
it  forbade  all. 

The  Justice.  Department  in  its  report  to  the  committee  was  frank  in 
admitting  that  criminal  cases  are  not  an  effective  means  of  restoring 
competition  where  preponderant  economic  power  already  exists. 

For  example,  criminal  action  against  the  three  largest  cigarette 
manufacturers,  who  account  for  about  70  percent  of  all  cigarettes  sold, 
resulted  in  fines  of  $255,000  being  levied  against  these  three  companies 
and  their  officers.  It  is  doubtful  that  this  criminal  action  will  cliange 
the  high  degree  of  concentration  already  existing  in  the  industry  and 
affect  the  preponderant  economic  power  enjoj'ed  by  them.  The 
Justice  Department  in  their  answer  recognizes  this  and  indicates  that 
it  is  presently  considering  the  advisability  of  taking  civil  action. 
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It  can  be  seen,  therefore,  that  in  considering  the  principal  impact 
against  economic  concentration  of  Antitrust  Division  activity  in  the 
last  10  years  one  must  consider  primarily  128  cases,  rather  than  451 
cases. 

The  most  direct  methods  by  which  Justice  Department  strikes  at 
the  center  of  the  groups  enjoying  prepomlerant  economic  power  is 
through  dissolution  and  divestiture,  and,  to  a lesser  degree,  through 
injunction.  The  Justice  Department  reported  26  dissolution  suits 
“still  pending  in  the  trial  courts  awaiting  decision  or  entry  of  final 
judgment.”  Eight  of  the  26  have  been  liled  since  May  15,  1946. 
They  reported  25  additional  cases,  “in  which  final  judgment  in  the 
trial  court  has  been  entered  (since  1938)  in  which  the  relief  granted 
may  be  classified  under  the  general  term  ‘dissolution.’  ” ® 

The  Departm.ent  divides  the  cases  in  which  a final  judgment  in  the 
trial  court  has  been  entered  into  four  categories: 

(1)  Dissolutions  of  major  importance  alFecting  large  industrial  or 
transportation  corporations: 

U.  S.  V.  Swift  efi  Co. — closed; 

U.  S.  V.  Hartford-Empire  Co.  pending:  In  the  District  Court; 

It  S.  V.  Crescent  Amusement  Co. — pending:  Final  action  by  the 

defendants  to  comply  with  the  order; 

E.  S.  V.  Schine  Chain  Theatres,  Inc. — pending:  On  appeal; 

V.  S.  V.  Pullman  Company — pending:  On  appeal; 

U.  S.  V.  National  Lead  Company — pending:  On  appeal; 

U.  S.  V.  Diamond  Match  Co.— pending:  Final  action  by  defend- 
ants to  comply  with  the  order. 

(2)  Dissolution  of  local  or  regional  trade  associations  in  the  con- 
struction industry:  ..... 

U.  S.  V.  Plumbing  and  Heating  Industries  Administrative  Associa- 
tion, Inc. — closed; 

U.  S.  V.  Union  Painters  Administrative  Assn.,  Inc. — closed; 

U.  S.  V.  Excavators  Administrative  As.^n.,  Inc. — closed; 

U.  S.  V.  Mason  Contractors  Association  o f the  District  of  Columbia — 

closed ; 

U.  S.  V.  Associated  Marble  Compariies,  /nc.— closed; 

U.  S.  V.  Retail  Lumbermens  Association — clostul._ 

(3)  Dissolutions  of  local  and  regional  food  associations: 

U.  S.  V.  Connecticut  Food  Council,  Inc. — closed; 

U.  S.  V.  Alain  Food  Council,  Inc.— dosed: 

rk  -S'.  V.  Rhode  Island  Food  Cmncil,  Inc. — closed; 

U.  S.  V.  Massachusetts  Food  Council,  Inc. — closed; 

U.  S.  V,  Washington  Wholesale  Grocers  A.s.sn. — closed; 

U.  S.  V.  Washington  Wholesale  Tobacco  and  Candy  Distributors, 

Inc. — closed. 

(4)  Miscellaneous  dissolutions: 

U.  S.  V.  Imperial  Wood  Stick  Co. — closed; 

U.  S.  V.  Swiss  Bank  Corporation — closed; 

U.  S.  V.  Wholesale  Waste  Paper  Co.— closed; 

U.  S.  V.  Freightways,  et  al. — closed; 

U.  S.  V.  Auditorium  ConditUming  Corporation — closed; 

U.  S.  V.  Allied  Van  Lines,  Inc. — closed; 

U.  S.  V.  Borax  Consolidated,  Ltd. — closed. 

^ As  the  term  is  penerally  used,  it  includes  those  cases  in  which  defendants  are  required  to  divest  themselves 
of  securities  or  other  assets'*  (see  pt.  IV). 


1 

ECONOMIC  CONCENTRATION  AND  MONOPOLY  37 

The  following  observations  might  be  made  concerning  the  fifty-odd 
dissolution  cases  reported: 

id)  As  Justice  points  out  in  its  re])ort,  “practically  all  of  the 
cases  involving  dissolutions  of  major  importance  since  Julv  1 
1938,  are  still  pending,  either  on  appeal  or  in  the  district  court 
for  final  action  after  appeal.” 

{b)  The  case  involving  Swift  & Co.  illustrates  how  an  important 
case  can  be  dragged  out  for  22  years,  in  part  through  legal  delays, 
but  in  part  because  of  the  failure  of  the  Government  to  press 
energetically  for  completion  of  the  case. 

(cj  The  Justice  Department  is  m.uch  more  effective  in  dissolv- 
ing trade  associations  than  in  bringing  to  a successful  and  prompt 
conclusion  cases  against  major  industrial  organizations. 

{d)  Most  of  the  25  cases,  with  some  very  important  exceptions, 
do  iiot  significantly  affect  concentration  of  economic  power  in 
the  industries  involved.  They  either  involve  small  companies  or 
small  groups,  or  minor  facets  of  the  economic  strength  of  the 
companies  inv'olved. 

Another  test  of  tlie  impact  on  concentration  of  Antitrust  Division 
activity  is  to  compare  their  cases  filed  with  TNEC  information. 

The  TNEC  found  that  “two-fifths  to  one-half  of  the  goods  covered 
by  the  census  are  made  in  fields  where  four  concerns  controlled  three- 
fourtlis  or  more  of  the  supply.  When  products  with  an  annual  out- 
put valued  at  less  than  $10,000,u0()  are  eliminated,  there  remain  121 
products  valued  at  more  than  $10,090,000  in  whicli  it  is  certain  that 
more  than  75  percent,  by  value,  of  the  total  output  was  manufactured 
by  four  firms.”  ® 

Between  July  1938,  and  August  6,  1946,  the  Antitrust  Division 
filed  435  cases.  It  is  not  possible  to  match  exactly  the  products 
covered  by  the  435  cases  against  the  121  products  listed  bv  TNEC 
because  the  product  classifications  do  not  match  perfectly.  However 
giving  Antitrust  Division  wherever  possible  the  benefit  of  the  doubt’ 
it  is  clear  that  fewer  than  one-third  of  the  “121  products”  are  covered 
by  Antitrust  Division  action,  and  less  than  20  percent  of  the  435  cases 
filed  have  ilealt  with  these  products.  Aloreover,  when  it  is  considered 
that  a great  many  of  these  actions  have  been  criminal  cases,  as  pointed 
out  previously,  the  impact  on  concentration  can  be  seen  to  be  even 
less  than  the  figures  would  indicate. 

The  TNEC  also  listed  54  industries  in  which  the  four  largest  firms 
produced  more  than  two-tliirds,  by  value,  in  1935  of  the  total  supply, 
hewer  than  one-third  of  these  industries  were  covered  by  the  Anti- 
trust Division  cases,  and  less  than  10  percent  of  the  Antitrust  cases 
dealt  with  these  industries. 

It  should  be  pointed  out,  however,  in  connection  with  both  of  the 
above  comparisons,  that  the  TNEC  lists  deal  with  concentration  in 
manufacturing  only.  They  do  not  cover  the  distribution  or  service 
trades.  To  that  extent  the  comparisons  deserve  qualification. 

Another  test  of  the  scope  of  Antitrust  Division  activity  is  to  match 
their  case  record  against  the  names  of  the  107  largest  industrial  corpo- 
rations listed  in  the  National  Resources  Committee  report.  This  list 
includes  the  largest  corporations  in  the  manufacturing,  distribution, 

; Final  Report  of  the  Executive  Secretary,  TNEC,  pp.  12and  13, 
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and  service  trades.'®  The  comparison  showed  that  the  Antitrust 
Division  during  the  8-year  period  had  taken  action  against  67  ot  the 
107  companies;  105  of  tlie  435  cases  involved  one  or  more  of  tlie  67 

companies. 

\ rGviow  of  tliG  lOo  cftSBS  inciicatGS. 

a)  The  \ntitrust  Division  in  proceeding  against  these  companies 
has  not  generally  sought  the  type  of  relief  which  would  lessen  concen- 
tration. Of  the  105  cases,  almost  two-thirds  were  criminal  cases 
(However,  recent  cases  are  preponderantly  civil;  13  of  the  most  recent 

18  wore  civil.) 

(‘>)  While  the  Antitrust  Division  in  its  report  to  the  committee 
stated  “it  cannot  be  doubted  that  criminal  prosecutions  are  of  tre- 
mendous importance  in  removing  and  preventing  monopolistic  prac- 
tices ” it  is  noteworthy  that  the  Justice  Department  in  the  last  8 years 
has  brought  three  or  more  criminal  cases  against  1 3 of  the  67  companies." 
This  would  seem  to  qualify  their  statement  insofar  as  criminal  action 

ao-ainst  the  largest  companies  is  concerne.l.  , , . . 

“(3)  A verv  high  percentage  (35  percent)  of  the  lOo  cases  against 
the  largest  companies  were  still  pending  as  of  August  1946,  and  12 

nercent  had  been  dismissed.  , . , 

^ (4)  In  those  cases  where  fines  have  been  levied,  the  amounts  are 

insignificant  to  the  companies  involved. 

CONTROL  OF  MONOPOLIES  BY  FINANCIAL  GROUPS 

Previous  investigations  have  e.xplored  in  some  degree  the  matter  of 
communitv  of  mterest  between  financial  groups  and  large,  corporate 
enterprises.  As  the  Smaller  War  Plants  Corporation  report  points 
out  ordinary  measures  of  industrial  concentration  do  not  in  them- 
selves measiire  the  full  extent  of  concentration  of  ecnnomic  power 
To  the  extent  that  groups  of  companies  are  controlled  or  influenced 
bv  investment  bankers,  actual  concentration  is  furthered  even  more. 

“ It  is  quite  obvious  that  there  is  insufficient  information  on  this  siffi- 
iect.  The  committee  therefore  asked  the  Justice  Department;  lo 
what  extent  have  your  investigations  of  [miUistrial]  monopolies  cis- 
closed  control  of  the  monopolies  by  large  financial  groups.  Ihe 
Justice  Department  placed  at  the  door  of  the  investment  banker  a 
large  share  of  the  responsibility  for  the  mergers  and  consolidations 
which  have  been  a principal  factor  in  the  greatly  increased  concentra- 
tion which  has  taken  place  from  1900  to  the  present  time. 

Practically  every  important  industry  shovs  the  effect  of  the 
inclination  to  merge  and  cembine  competing  c<  mpanics.  Probabh  the  most  out- 
standing historical  example  of  such  a combination  was  the  formauon  of  the  L nite 
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States  Steel  Corp.  at  the  beginning  of  the  century.  The  banking  firm  of  J.  P. 
Morgan  was  instrumental  at  that  time  in  bringing  together  a number  of  steel 
companies  to  form  one  of  the  earliest  corporate  giants  of  American  history.  In 
order  to  survive,  some  of  the  small  units  in  the  industry  also  had  to  combine;  the 
consequence  was  a further  reduction  of  the  area  of  competition  in  this  industry. 
Other  industries,  such  as  chemicals,  building  materials,  other  metals,  and  even 
bread  baking  and  milk  distribution,  have  experienced  the  same  sort  of  develop- 
ment. In  all  those  cases,  investment  bankers  played  a very  powerful  and  impor- 
tant role  in  bringing  together  and  combining  competing  companies. 

The  Justice  Department  concluded  by  stating: 

The  whole  question  of  control  of  monopolistic  business  by  financial  groups  i.s 
the  subject  of  an  investigation  by  the  Antitrust  Division.  This  investigation 
will  probably  be  coini)leted  early  in  1947.  At  that  time,  we  shall  have  a great 
deal  more  information  on  the  questions  raised  by  the  committee’s  inquiry. 

The  Justice  Department  obviously  attaches  very  great  importance 
to  this  subject,  and  yet  it  cannot  give  the  committee  any  information 
until  it  completes  its  investigation  in  1947.  The  Sherman  Act  was 
passed  56  years  ago.  The  United  States  Steel  Corp.,  mentioned  by 
the  Justice  Department  as  “probably  the  most  outstanding  historical 
example”  of  the  influence  of  investment  bankers  in  promoting  a 
merger,  was  created  over  40  years  ago.  The  era  of  consolidations  was 
ill  the  twenties.  It  is  a striking  indiciinent  of  the  enforcement  of  our 
antitrust  laws  over  the  past  56  years  that  we  must  wait  until  1947  to 
have  a “great  deal  more  information  on  the  questions  raised  by  the 
committee’s  inquiry.” 

ANTITRUST  DIVISION  AS  A “POLICEMAN  OF 
OTHER  GOVERNMENT  .AGENCIES” 

Under  section  20  of  the  Surplus  Property  Act  the  .Antitrust  Division, 
in  the  name  of  the  Attorney  Genei’al,  rcndei's  legal  opinions  as  to 
whether  certain  types  of  proposed  sales  of  surplus  property  violate 
the  antitrust  laws. 

Ad  verse  findings  l>y  the  Justice  Department  result  in  the  War 
Assets  Administration  altering  their  proposals  to  conform  with  the 
legal  opinion.  This  function  has  been  of  chief  importance  in  connec- 
tion with  the  sale  of  industrial  jilants  costing  the  Government  more 
than  $1,000,000. 

The  important  point,  however,  is  that  the  Attorney  General's  author- 
ity under  secton  20  with  respect  to  influencing  economic  concentration 
is  much  narrower  tlian  that  of  t!u'  IVar  Assets  Administrator.  The 
Administrator  of  War  Assets  is  instructed  liy  the  act  to  dispose  of 
sui'j)his  propei'ty  so  as  to  discourage  monopolistic  practices  and  to 
strengthen  and  preserve  the  eompetitive  position  of  small  business. 
This  is  obviously  a requirement  which  deals  directly  with  economic 
concentration  without  any  technical  legal  frills  about  the  antitrust 
laws.  Obviously,  if  the  Attorney  General  is  limited  to  making  a 
finding  as  to  whether  a proposed  disposition  violates,  in  his  opinion, 
the  antitrust  laws,  he  is  neeessarilv  very  cautious  and  eireumserihed 
in  Ins  findings.  Ho  might  be  inclined,  for  example,  to  limit  his  adverse 
ruling  to  those  e.xtreme  cases  where  a company  has  recently  been 
convicted  of  violating  the  antitrust  hiws,  where  litigation  is  already 
taking  place,  or  where  such  a high  degvee  of  concentration  already 
exists  as  to  constitute  almost  a monojioly  by  one  company. 
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The  prol)lem  of  injideqnate  attention  beinic  given  to  economic  con- 
■entration  is  by  no  means  limited  to  the  V/ar  Assets  Administration, 
riie  experience  of  the  Honse  Sm.all  BiisiT\ess  Committee  during  4 
rears  of  war  has  been  that  there  is  relativtdy  little  effective  interest  in 
M-onomic  concentration  in  almost  every  other  administrative  agency 
vvith  which  the  committee  has  dealt. 

Three  examples  should  help  to  illustrate  this  point: 

(1)  The  Congressional  Record  of  July  22,  1946,  contains  a letter 
from  the  Acting  Attorney  General  to  Congressman  Jerry  Voorhis 
wdiich  was  prepared  at  (Congressman  Voorhis’  request.  The  letter 
lists  the  members  of  the  National  ]Cet?’oleum  Council  recently 
appointed  by  the  Department  of  the  Interior  as  an  advisory  group 
to  work  with  its  Oil  and  Gas  Division.  The  information  from 
the  Justice  Depaitment,  which  is  reprhitcd  in  part  V of  this  report, 
shows  that  a very  substantial  number  of  the  Government’s 
advisory  group  have  either  been  found  guilty  or  fined  in  antitrust 
or  Elkins  Act  cases.  Some  others  have  been  named  as  defendants, 
particularly  in  the  American  Petroleum  Institute  et  al.  case, 
which  is  still  pending.  It  is  appreciated  that  during  war  certain 
exceptions  from  a strict  antitrust  policy  may  be  necessary,  but 
it  should  be  remembered  that  the  present  National  Petroleum 
Council  has  been  established  since  the  termination  of  hostilities. 
Apparently  the  Interior  Department  docs  not  consider  violations 
of  the  antitrust  laws  sufficient  reason  to  discpialify  a man  for 
membership  on  a committee  which  is  to  uJcNc  the  Government  on 
oil  policy.  Moreover,  apparently  the  Antitrust  Divmion  does  not 
have  the  power  to  prevent  such  situations. 

(2)  A small  w’cst  coast  bottler  of  soft  <lrinks  wrote  to  the  com- 
mittee charging  gi’oss  discrimination  b}'  the  Army  on  procure- 
ments and  by  tbe  AVar  Production  Board  in  connection  with  the 
issuance  of  priorities  for  equipment.  The  letter  wois  referred  to  the 
Antitrust  Division.  The  Division  replied  that  wiiile  the  problem 
w'as  unquestionably  important  to  small  business,  it  was  not 
covered  by  the  antitrust  law's. 

(3)  The  Smaller  AVar  Plants  Corporation  report  on  economic 
concentration  reveals  that — 

During  the  war  sciuiitific  research  was  oonductDd  on  a scale  never  before 
coiiteinpiated.  Before  the  war  tlie  Nation  spent  between  $300,000,000  and 
$400,000,000  a year  on  scientific  rest'arcb.  of  which  aiiproxiinately  one-fifth 
was  provided  by  the  (lovernment.  During  the  war  the  total  shot  up  to 
more  tliun  $800,000,000  a year,  more  than  three-fourths  of  which  consisted 
of  Government  expenditunhs.  Private  expenditures  on  research  declined 
about  one-half,  wliile  Government  expenditures  increased  b^^  nearly  10 
tinies4- 

* * * only  OS  corporations  received  two-thirds  of  the  value  of  Federal 

research  and  development  contracts  and  the  top  10  corporations  received 
nearly  two-fifths  of  the  total,  ('ortainly,  if  t>8  corporations  received  66 
percent  of  these  contracts,  it  is  probable  that  the  100  top  corporations 
received  more  than  70  percent  of  the  total. 

* * * Obviously  the  companies  in  whose  laboratories  this  research 

work  has  been  carried  on  Avill  be  its  chief  beneficiaries  not  only  because  of 
their  direct  acquaintanceshij)  and  knowledge  of  i he  research  but  also  because 
of  patents.  The  investigations  of  the  Subcommittee  on  War  Mobilization 
of  the  Senate  IVriiitary  AfTairs  CVimmittee  show  that  over  90  percent  of  the 
contracts  made  betw'een  Government  agencies  and  private  industrial  labora- 
tories for  scientific  research  and  development  placed  the  ownership  of  patents 

15  Economic  Concentration  and  World  War  II,  p.  51. 
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with  the  contractor,  the  Government  receiving  a royalty-free  lieense  for  its 
own  use.  The  researeh  contraet.s  of  the  ^^■ar  Department,  Xavv  Dejiart- 
ment,  Reconstruction  Finance  Corporation,  and  Ofhee  of  Scientific  Research 
and  Development — wliich  accounted  for  98  percent  of  the  Federal  funds 
spent  for  research  in  private  industrial  laboratories — were  senerally  of  this 
nature.  The  only  excejjtion  were  patents  on  military  items  which  were 
considered  by  the  War  and  Navy  Departments  to  be  of  a higiilv  strategic 
character. 

This  means,  in  effect,  that  the  large  corporations  which  carried  on  the 
great  bulk  of  the  ferleraily  finaneeti  wartime  imiiistrial  researeh  will  have 
control,  through  patents,  of  the  commercial  applications  of  that  research.'* 

It  has  been  estimated  that  77  percent  of  all  wartime  techno- 
logical developments  “clearly  can  be  used  in  the  postwar  period. 
Today  the  Arm}'  and  Navy  are  responsible  for  tbe  handling  of 
the  principal  part  of  Government-financed  research  being  carried 
on  by  private  companies.  The  Army  and  Navy  have  authority 
as  of  July  1,  1946,  to  enter  into  long-term  research  contracts 
involving  over  $500,000,000.  It  is  our  understanding  that  re- 
seareli  contracts  being  negotiated  are,  so  far  as  patent  rights  are 
concerned,  similar  to  those  negotiated  during  the  war  program. 
All  kinds  of  business,  big  and  little,  contribute  through  taxes 
toward  this  research,  yet  the  patents  and  know-how  resulting 
from  this  researeh  are  not  made  available  to  industry  generally. 

B 6 thus  have,  even  during  peacetime,  the  entirely  anomalous 
situation  oj  Government  actively  promotiny  economic  concentration 
through  the  ojieration  of  Government-financed  research  projects  and 
Government  trying  to  reduce  concentration  through  the  operation  of 
its  antitrust  program. 

In  recent  yeai-s,  in  particular,  the  personnel  of  the  Antitrust  Division 
has,  on  an  informal  basis,  interceded  with  other  Government  agencies 
in  some  matters  which  clearly  affected  concentration  or  discriminated 
against  small  business.  However,  this  has  been  a piecemerd  opera- 
tion. Section  205  of  the  Reconvei-sion  Act  places  upon  the  Attorney 
General  tbe  following  responsibility: 

The  Attorney  General  is  directed  to  make  surveys  for  the  purpose  of  determin- 
ing any  factor.s  which  may  tend  to  eliminate  cornpetition,  create  or  strengthen 
monopolies,  injure  small  business,  or  otherwise  promote  undue  concentration  of 
economic  power  in  the  course  of  war  mobilization  and  during  the  period  of  transi- 
tion from  war  to  peace  and  thereafter.  The  Attorney  General  shall  submit  to 
the  Congress  within  ninety  days  after  the  approval  of  this  Act,  and  at  such  times 
thereafter  as  he  deems  desirable,  reports  setting  forth  the  results  of  such  surveys 
and  including  recommendations  for  such  legislation  as  he  mav  deem  necessary  or 
desirable. 


At  the  request  of  the  committee  the  Justice  Department  submitted 
all  the  reports  which  had  been  issued  in  eonformanee  with  their  re- 
sponsibility under  section  205.  They  have  issued  only  live  reports — 
in  spite  of  the  fact  that  they  were  well  aware  of  certain  practices  of  the 
AA'ar  Production  Board,  of  the  Army  and  Navy,  of  the  Oflice  of  Price 
Administration  and  of  the  Department  of  Agriculture,  to  indicate 
only  a few  of  the  more  important,  which  were  clearly  not  in  the  best 
interest  of  promoting  a more  competitive  enterprise  economy.  The 
five  reports  are  on  the  following  subjects: 

1.  Surplus  Communications  Equipment  and  Surplus  Cutting 
Tools 


Ibid.,  p.  53. 
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2.  International  Air  Transport  Policy 

3.  Disposal  of  Surplus  Machine  Tools 

4.  Western  Steel  Plants  and  the  Tin-Plate  Industry 

5.  The  Aluminum  Industry 

Their  failure  to  issue  more  of  these  reports  has  been  ascribed  to  lack 
of  staff.  Considering  the  backlog  of  their  legal  investigations  and 
cases,  their  reason  is  understandable.  But  the  lack  is  nevertheless 
demonstrated. 

Much  more  important  than  the  right  to  make  reports  would  be  a 
specific  duty  assigned  to  the  Antitrust  Division  to  take  direct  action 
with  the  Government  agencies  involved.  Wherever  the  Antitrust 
Division  found  that  a Government  agency’s  policies  or  operations 
were  tending  to  increase  concentration,  the  Antitrust  Division  would 
be  required  to  deal  directly  with  the  officials  involved.  If  this  did  not 
bring  about  the  desired  results  the  Antitrust  Division  should  have  the 
power  to  correct  the  conditions  through  appeal  to  a higher  authority. 

DELAYS  IN  HANDLING  CASES 

Of  the  435  cases  filed  in  the  last  8 years,  41  were  selected  at  random 
for  analysis  as  to  the  time  involved  between  the  date  the  complaint 
was  first  brought  to  the  attention  of  the  Antitrust  Division  and  the 
date  of  final  action. 

Of  the  41  cases,  eight  were  still  pending.  Including  the  time  from 
the  date  the  complaint  was  received,  the  eight  cases  when  analyzed 
showed  that — 

One  pending  more  than  16  years; 

Two  pending  more  than  9 years; 

Four  pending  more  than  7 years ; 

Six  pending  more  than  5 years; 

Eight  pending  more  than  2 years. 

The  33  completed  cases  when  analyzed  showed  the  following  time 
required  to  complete  action  after  receipt  of  the  complaint: 


More  than  10  years 1 

More  than  8 years 3 

More  than  5 years 7 

More  than  2 years i 17 


Total  cases 33 


COMMENTS 

(1)  Antitrust  procedure  has  not  been  a v(;ry  prompt  means  of  pro- 
viding relief  to  the  small  businessman  complaining  of  monopolistic 
practices.  In  this  connection,  however,  it  should  be  appreciated 
that  in  some  cases  the  mei’e  bringing  of  antitrust  action  results  in  a 
lessening  of  the  monopolistic  practices  charged  against  the  defendant. 

(2)  The  fact  that  some  companies  were  able  to  enjoy  immunity 
from  antitrust  proceedings  during  World  War  II  through  the  inter- 
vention of  the  Army  and  Navy  and  the  War  Production  Board 
accounts  for  some  of  the  delay. 

(3)  There  does  not  appear  to  be  any  great  consistency  as  to  the 
proportionate  amount  of  total  time  involved  in  mvestigation  by  the 
Antitrust  Division  as  compared  with  court  litigation. 

The  shortest  elapsed  time  between  a complaint  of  an  aggrieved 
businessman  and  final  court  action  was  a case  in  which  the  original 
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complaint  was  received  in  September,  the  staff  investigation  was 
completed  in  December,  the  case  was  filed  the  followmg  February, 
and  on  the  same  day  a consent  decree  was  entered.  The  other 
i extreme  is  a case  in  which  the  staff  investigation  was  begun  December 

1930  and  investigation  was  not  completed  until  September  1940, 
at  which  time  suit  was  instituted  by  Antitrust.  The  case  is  still 
pending  before  the  courts,  6 years  later. 

Results  oj  Antitrust  Division  ejfforts 

In  terms  of  preventing  the  growth  of  concentration  and  monopoly 
I since  the  passage  of  the  Sherman  Act  in  1890  and  the  Clayton  Act  in 

1914,  these  acts  and  their  enforcement  by  the  Antitrust  Division  have 
been  failures. 

How  much  worse  the  situation  might  have  been  without  these  acts 
and  without  the  Antitrust  Division  is  a matter  of  speculation.  How- 
I ever,  the  major  failure  should  not  be  allowed  to  obscure  certain  very 

solid  and  oftentimes  brilliant  accomplishments  of  the  Antitrust 
Division. 

1 The  Division  was  asked  which  of  the  cases  handled  by  them  in  the 

last  8 years  they  considered  to  be  most  significantly  successful  from 
the  standpoint  of  actually  breaking  monopolies  and  retarding  con- 
centration. The  Division  selected  seven  cases. 

1.  The  Antitrust  Division  had  sought  dissolution  of  the  Aluminum 
Co.  of  America.  The  circuit  court  of  appeals,  while  holding  that 
Alcoa  had  an  illegal  monopoly  of  virgin  aluminum,  held  that  “the 
dissolution  sought  by  the  Government  must  await  the  form  which 
the  industry  takes  after  the  disposal  of  the  Government-owned  or 
controlled  plants.”  In  addition,  the  Aluminum  Co.  was  enjoined 
from  continuing  certain  illegal  and  predatory  practices,  particularly 
those  having  to  do  with  the  discouragement  of  competition  in  the 
fabrication  of  aluminum. 

W hile  no  dissolution  has  yet  been  ordered,  it  seems  clear  that  the 
bringing  of  the  case  by  the  Antitrust  Division  has  been  a powerful, 
and  perhaps  decisive,  factor  in  stimulating  the  entrance  of  new  com- 
I petition  into  the  aluminum  business  tlnough  the  sale  and  lease  of 

i Government-owned  plants.  The  Justice  report  states: 

j As  the  matter  now  stands,  it  appears  that  for  the  first  time  in  50  years  we  are 

at  the  threshold  of  competition  in  the  aluminum  industry.  Genuine  competitors 
of  Alcoa  have  acquired  several  of  the  war  plants,  including  those  for  the  production 

of  alumina  from  bauxite,  aluminum  from  the  alumina,  and  several  fabricatine 
plants.  ® 

However,  the  Justice  Department  goes  on  to  warn  that  the  entrance 
of  new  competition  at  this  late  date  may  not  end  immediately  the 
dominant  control  which  has  been  exercised  by  one  company. 

The  battle  will  not  be  an  easy  one,  however,  for  the  smaller  competitors  because 
of  the  entrenched  position  of  Alcoa  developed  during  a half  centurv.  Thc3’  have 
the  best  supplies  of  bauxite,  the  cheapest  electric  power,  the  best  located  plants, 
the  largest  engineering  staff,  important  patents,  and  the  most  experienced  sales 
force,  all  of  this  backed  up  by  the  Mellon  millions. 

This  raises  the  very  important  point  as  to  why,  ifi  “the  entrenched  posi- 
tion oj  Alcoa  developed  during  a half  century,”  it  was  not  until  April 
23,  1937,  that  a complaint  against  the  company  was  filed. 

The  staff  of  the  committee,  endeavoring  to  ascertain  the  reasons, 
has  found  that — 

(1)  The  Federal  Trade  Commission  made  a quite  extensive 
investigation  of  the  Aluminum  Co.,  which  was  completed  in  1924. 
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(2)  On  October  17,  1924,  the  Federal  Trade  Commission  trans- 
mitted a typed  copy  of  their  report  to  the  Attorney  General. 
The  following  day  the  Attorney  General  acknowledged  receipt  of 
the  report  and  stated:  ‘T  note  that  supporting  evidence  will  be 
transmitted  at  an  early  date.” 

On  October  20  the  Chairman  of  the  Comnussion  again  wrote 
the  Attorney  General  stating  that  it  had  assembled  the  evidence, 
which  it  was  estimated  comprised  over  5,000  pages,  in  an  office 
adjacent  to  the  files  and  that  the  Commission  “will  also  furnish 
the  assistance  of  an  employee  familiar  with  the  contents  of  the 
files  to  aid  your  representative  in  the  examination.” 

On  October  22,  1924,  the  Attorney  General  replied;  “I  am 
asking  the  assistant  in  charge  of  looking  into  the  Alumuium 
matter  to  examine  the  evidence  on  file  in  the  office  of  the  Com- 
mission.” , , T • TA  i.  4 

(3)  No  formal  action  was  taken  by  the  Justice  Department 

for  13  vears.  . , 

The  Antitrust  Division  makes  some  important  claims  of  accomplisii- 

ment  in  each  of  the  other  cases.  _ 

2.  United  States  v.  General  Motors  Corporation  et  ah— It  is  claimed 

that  Ford  and  Chrysler  have  discontinued  “the  coercion  and  intmii- 
dation  of  automobile  dealers  to  use  the  finance  companies  favored 
by  them.”  Similar  results  are  expected  when  the  action  against 

General  Motors  is  completed. 

3.  United  States  v.  Harijord-Empire  Company  et  ai:^— 

As  a result  of  the  provisions  requiring  the  defendants  to  license  their  patents 
to  an  applicant  to  make  any  product  on  machines  embodying  the  patented  inven- 
tions, several  manufacturers  have  entered  upon  the  production  of  types  of  ware 

hitherto  closed  to  them.  . x. 

Ovenw^are,  formerly  made  only  by  Corning  Glass  orks  and  in  minor  amounts 

bv  one  other  manufacturer,  is  now  being  produced  by  several  additional  manu- 
facturers. 

Since  the  filing  of  the  Harijord-Empire  complaint  the  prices  of  ovemvare  were 

*^^The^i^nufacture  of  fruit  jars  is  another  field  tliat  has  been  opened  as  a result 
of  the  case.  Formerly,  there  were  but  four  manufacturers;  now  there  are  more 

than  double  that  number.  , , , 

The  Hartford  royalties  have  been  reduced  by  more  than  50  perceiit.  1 nese 

savings  to  the  manufacturers  of  glassware  amount  to  more  than  S»5^UU0,UU0 
annually  and  presumably  are  being  passed  on  to  the  ultimate  consumers. 

A manufacturer  of  glassware,  not  a defendant  in  the  case,  has  entered  upon  the 
maTiufacture  and  distribution  of  forming  machines  in  cornpetition  with  defendants 
Hartford  and  Lynch.  It  is  umikely  that  anyone  would  have  dared  do  this  before 

the  Government  antitrust  suit. 

4.  United  States  v.  Pullman,  Inc. — 

The  Government’s  suit  has  put  an  end  to  the  mutuallv  supporting  monopolies 
of  manufacture  and  of  servicing  previously  enjoyed  by  the  Pullman  defendant^ 
and  the  suit  has  thereby  opened  the  door  to  competition  in  the  manufacturing 

P cl^ 

^The  suit  has  thus  removed  monopolistic  restraints  previously  imposed  by  the 
defendants  which  tended  to  prevent  the  railroads  from  purchasing  and  owning 
the  sleeping  cars  operated  over  their  lines. 

5.  United  States  v.  Standard  Oil  Company  {N.  J.)  et  al— 

The  consent  decree  canceled  the  agreements  between  Standard  and  I.  G. 
[Farben]  and  directed  that  any  future  agreements  between  the  parties  be  submitted 
to  the  Attorney  General.  In  addition,  the  Standard  Oil  Co.  of  New  Jersey  was 
required  to  issue  unrestricted  licenses,  royalty-free  during  the  period  of  the 

IS  See  statement  from  Knox  Glass  Associates,  Inc.,  pt.  IV. 
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and  thereafter  at  reasonable  royalties,  under  several  thousand  patents  Among 
such  patents  are^those  covering  inventions  capable  of  being  used  for  the  manufac- 
ture of  Butyl,  Perliunan  or  Buna  N or  Buna  S rubbers,  polybutenese  such  as 
vistanex  or  oppanol,  paraffin  oxidation,  acetylene  arc,  stvrene,  acrvlonitrile 
and  butadiene,  hydroforming,  paraflow,  hydrogenation,  methane  steam' or  other 
processes  for  the  manufacture  of  hydrogen,  hydrocarbon,  synthesis,  methanol, 
the  alkacid  and  Claus  processes,  and  asphalt  additives. 

In  addition,  certain  other  patents  may  be  available  at  rea.sonable  rovaltv  rates 
for  the  manufacture  of  ethylene  glycole,  acetic  acid,  acetic  anhvdride,  svn- 
thetic  ammonia,  formaldehyde,  acetaldehyde,  nethylvinvl  ketone!^  monovinyl 
acetate,  polyvinyl  acetate,  and  chlorinated  butadiene. 

In  connection  with  the  patent  licenses  which  the  defendants  are  required  to 
grant  to  any  applicant,  the  defendants  are  also  required  to  supply  the  necessary 
know-how'  requisite  to  operations  under  the  patents. 

1 he  most  significant  effect  of  this  decree  in  terms  of  actually  breaking  monopoly 
has  been  that  it  has  made  available  to  anyone  in  the  United  States  the  patented 
inventions  and  acconipaii3dng  know'-how  for  man}-  of  the  most  significant  develop- 
ments in  the  oil  and  chemical  industries. 

6.  United  States  v.  Aluminum  Company  of  America  et  aL- — 

TLe  consent  decree  made  available  to  all  manufacturers  all  pooled  magnesium 
production  and  fabrication  patents,  without  payment  of  royalties,  for  the  dura- 
tion of  the  war  and  6 months  thereafter.  As  a result  many  new*  manufacturers 
immediately  undertook  the  production  and  fabrication  of  magnesium. 

As  a result  of  the  decree  in  this  ca.se,  this  price  discrimination  [Alcoa’s  purcha.se 
of  magnesium  for  a much  lower  price  than  the  price  quoted  to  fabricating  com- 
peHtorsJ  was  eliminated.  Magnesium  is  no  longer  the  stepchild  of  aluminum  and 
It  has  become  a widely  iised,  relatively  cheap  metal,  with  immense  prospects  for 
increased  use  in  the  housing,  automobile,  airplane,  and  other  industries. 

7.  United  States  v.  The  Associated  Press  et  al. — 

The  effect  of  the  Government’s  suit  was  to  open  up  to  all  newspapers  of  the 
country  the  new  s service  which  is  the  first  choice  of  the  great  majoritv  of  news- 
papers. I his  effect,  moreover,  was  immediate,  definite,  and,  we  believe,  per- 
rnd>n6nt/. 

The  Antitrust  Division  makes  an  observation  in  connection  with  its 
review  of  its  ‘^most  successful  cases”  xvhich  is  worth  mention: 

1 he  case-by-case  analysis  of  antitrust  work  overlooks  one  important  aspect  of 
our  enfoi^ement  program,  namely,  the  industry-wide  campaigns  in  which  a series 
of  related  cases  are  brought  within  a short  period.  Notable  examples  of  these 
are  the  large  number  of  cases  brought  in  the  construction  industries  before  the 
war;  the  numerous  ca.ses  in  the  production  and  distribution  of  food:  the  many 
patent  suits,  some  of  which  are  referred  to  elsewhere;  and  the  cartel  program  which 
has  occupied  the  time  of  a considerable  staff  during  the  past  3 years.  Few'  of  the 
interlocking  cases  within  each  program  may  be  classed  as  *'one  of  the  most  impor- 

tmit  but  the  aggregate  within  each  field  is  probably  more  important  than  anv 
single  case  w hich  is  reviewed  below*. 

\\  ithout  wishing  to  minimize  the  importance  of  the  Division’s  ^^inter- 
locking cases  within  each  program,”  it  should  be  pointed  out  that 
cases  in  this  group  hawe  their  greatest  significance  where  concentration 
has  not  reached  an  advanced  stage  and  where  the  elimination  of  trade 

possible  more  nearly  normal  competitive  conditions. 

Ihe  report  of  Justice  Department  on  ‘‘Misuse  of  Patents  to  Promote 
Alonopoli(^  contains  a further  record  of  substantial  accomplishment. 
Among  other  things,  the  report  describes  how  patent  agreements  be- 
^een  two  of  the  largest  American  companies  and  their  counterparts  in 
Germany  (Stpdard  Oil  with  I,  G.  Farben,  and  General  Electric  Co, 

war-production  program  in  its  initial  stages. 

ihe  most  significant  features  of  these  reports,  how^ever,  is  that  the 
agreements  w^ere  not  consummated  shortly  before  the  war.  The 
Carboloy  a^eements  (General  Electric)  took  shape  in  1928.  The 
otandaid  Oil  agreements  with  Farben  (acetylene  and  its  derivatives) 
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began  in  1929.  The  delay  of  some  10  years  by  the  Government  m 
bringing  action  illustrates  a fundamental  weakness  in  antitrust 

enforcement.  . . . 

The  account  of  how  antitrust  action  lessened  restrictive  practices 

and  reduced  prices  in  the  Carboloy  and  Hartford-Empire  cases,  in 
particular,  attests  to  the  value  of  vigorous  antitrust  enforcement. 

A review  of  antitrust  cases  instituted  by  the  Justice  Department  shows 
a high  percentage  of  legal  victories  for  the  Government.  A legal  victory, 
hcnvever,  is  guite  different  from  an  economic  victory,  and  the  difference  is  of 
the  utmost  importance.  Antitrust  Division  in  furnishing  us  a report 
on  each  of  the  435  cases  instituted  in  the  last  8 years,  included  inf orrna- 
tion  on  whether  the  Justice  Department  won  the  case,  but  did  not  in- 
clude any  information  on  what  effect  the  bringing  of  the  case  had  on 
concentration  or  on  monopolistic  practices  which  tended  to  promote 

concentration.  • i i j 

The  fact  that  no  information  on  economic  results  are  included,  even 

though  we  asked  for  such  information,  is  due  to  the  Antitrust  Division 
not  systematically  following  up  their  cases  to  determine  whether,  as 
a result  of  their  action,  the  practices  complained  about  or  the  economic 
conditions  described  in  their  brief  had  been  corrected.  In  connection 
with  their  “most  successful  cases”  which  they  reported  to  us  they  did 
report  on  economic  results,  but  these  were  seven  cases  to  which  they 
had  devoted  a great  deal  of  attention. 

Justice’s  own  report  on  the  giowth  of  the  incandescent-light  monop- 
oly illustrates  how  Antitrust  Division  can  win  a legal  victory  without 
eliminating  monopolistic  practices  and  preventing  the  growth  of  con- 
centration. The  report  tells  how  in  1911  the  Government  brought 
about  the  end  of  certain  restrictive  agreements  through  action  under 
the  Sherman  Act.  However,  the  same  report  goes  on  to  tdl  how 
General  Electric  resumed  domination  of  the  industry  in  1912  thiough 
a new  series  of  restiictive  agreements.  It  was  not  until  1924  that  the 
Government  again  brought  suit.  By  that  time  General  Electric  had 

consolidated  its  position.  t • w tv  r 

The  statement  filed  by  the  Independent  Incandescent  Inght  Manu- 
factures Association‘s  brings  out  the  different  types  of  practices  by 
which  a large  company  is  able  to  maintain  a monopoly  position.  Had 
there  been  insistent  and  vigorous  follow-up  of  the  1911  “lega,l  victory 
it  would  seem  that  there  would  be  a very  different  situation  in  the 
industry  today.  The  Antitrust  Division  in  its  present  suit  against 
the  General  Electric  Co.  is  asking  for  dissolution  of  part  of  their  in- 
can descent-light  business.  In  short,  they  are  endeavoring  to  correct 
a situation  which  was  allowed  to  come  about  ovqr  a period  of  30  yeais 
because  of  inadequate  enforcement  and  no  systeniatic  follow -up. 

The  personal  statement  submitted  by  Mr.  Ii\illiam  Kirscii, 
economic  adviser  to  the  Wisconsin  State  Department  of  Agriculture, 
show's  how  concentration  in  the  dairy  industry  in  his  area  inci eased 
because  of  inadequate  enforcement  of  the  antitrust  laws.  He  states. 

At  present,  out  of  about  1,200  cheese  factories  in  the  State  808  are  controlled 
by  large  companies  and  their  subsidiaries.  This  brings  up  the  question  of  the 
integration  of  the  various  functions  connected  with  processing  and  distribution 
of  cheese  by  the  large  corporations.  It  should  be  noted  that  it  was  in  the  period 
following  the  First  World  War  that  mergers  in  the  cheese  industry  took  place  on 

i«  Ca.se  V,  .^buse  of  Patents  in  Connection  with  the  Manufacture  and  Sale  of  Incandescent  Lights:  U.S. 
V.  Oencral  Electric  Company,  et  al.,  reprinted  in  pt.  IV  of  this  report. 

H See  pt.  IV. 

See  pt.  IV. 
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a large  scale.  If  the  Antitrust  Division  had  been  on  the  job,  particularly  in  the 
twenties,  we  would  not  have  had  the  prodlem  of  integration  that  we  liave  todav 
with  a limited  number  of  large  firms  dominating  the  industry. 

Mr.  Ku-sch  points  out  that  it  was  not  until  1940  that  men  became 
available  from  the  Chicago  office  of  the  Antitrust  Division  to  investi- 
gate the  cheese  industry. 

Two  men  were  first  assigned,  and  then  finally  the  staff  was  increased  to  four 
but  even  then  it  took  2 years  before  the  principal  cases  involving  brick  and 
American  cheese  and  the  Wisconsin  Cheese  Exchange  were  filed. 

By  that  time,  March  1942,  we  were  already  in  the  war.  The  price  and  product 
controls  were  on,  inflationary  trends  had  set  in,  and  price-fixing  by  private  corpo- 
rations did  not  seem  a very  serious  problem  to  many  people,  not  only  in  the 
industry  but  also  to  those  who  sat  on  Federal  juries. 

The  statements  submitted  by  Mr.  Paul  Hadlick  and  by  the  Beck’s 
City  Bakery  provide  case  examples  of  the  distinction  between  a 
legal  victory  and  an  economic  victory.  IMr.  Hadlick  in  his  statement 
to  us  concerning  the  cases  brought  against  the  big  oil  companies  makes 
the  charge  that  the  fines  levied  w'ere  meaningless  to  the  defendants 
who  simply  continued  their  alleged  predatory  practices.  Mr.  Beck 
in  his  statement  makes  a similar  charge  concerning  a case  against  the 
big  bakeries. 

In  connection  with  the  follow-up  of  “legal  victories,”  we  have  in 
mind  a follow-up  which  would  not  merely  check  on  whether  the  specific 
practices  covered  by  the  Justice  brief  had  been  eliminated,  but  would 
also  make  sure  that  no  other  restrictive  practices  have  developed 
designed  to  accomplish  the  same  end. 

Obstacles  to  effective  execution  of  present  responsibilities 

The  Antitrust  Division  states: 

The  basic  irapedinient  to  effectiveiie.ss  of  the  Antitrust  Division  is  the  dispro- 
portion between  our  resources  in  money  and  personnel,  and  the  size  of  the  problem 
to  be  dealt  with,  which  has  been  enormously  aggravated  by  the  tendency  toward 
a concentrated,  noncompetitive  national  economv  resulting  from  the  national- 
defense  program. 

The  Antitrust  Division  gives  the  following  examples  to  substan- 
tiate its  claim: 

In  some  of  their  big  cases  they  must  pit  a few  lawyers  against  the 
very  substantial  array  of  legal  talent  by  the  defendants.  For  example, 
in  the  Hartford-Empire  case  the  Division  estimates  that  the  defend- 
ants spent  considerably  over  $2,000,000,  whereas  in  only  1 year  has 
the  entire  appropriation  to  the  Antitrust  Division  exceeded  $2,000,000. 
The  Antitrust  Division  had  five  attorneys  working  on  the  case  for  the 
Government  against  approximate!}'  30  for  the  defense. 

In  the  case  against  Paramount  Pictures,  Inc.,  et  al.,  the  Antitrust 
Division  had  10  lawyers  against  50  for  the  defendants.  In  the  Anti- 
tiTist  case  against  the  Wisconsin  Cheese  Association  there  were  5 
Government  lawyers  against  33  for  the  defendants.  In  the  Madison 
Oil  case  there  were  5 for  the  Government  against  103  for  the 
defendants. 

The  Division  states  that  as  a result  of  Federal  pay  raises  and  the 
war-created  shift  in  the  distribution  of  professional  personnel  toward 
higher  pay  rates,  their  effective  strength  at  the  present  time  is  about  half 
of  that  reached  during  the  1941-42  fiscal  year.  This  should  be  con- 
trasted with  the  facts  concerning  wartime  increases  ‘in  economic 
concentration. 


18  See  pt.  IV. 
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The  Division  reports: 

• 

There  are  199  attorneys  in  the  Division,  8 exjierts  and  8 economists.  Of  this 
total  of  215,  208  are  engaged  in  the  enforcement  of  the  antitrust  laws  and  are 
now  (July  29,  1946)  working  on  114  antitrust  cases  which  have  been  filed  and  are 
now  pending.  The.se  cases  are  either  in  the  stage  of  being  prepared  for  trial, 
actually  in  trial,  pending  on  appeal  or  awaiting  entry  of  a final  judgment. 

In  addition,  there  are  167  pending  investigations  of  alleged  violations  of  the 
antitrust  laws.  The.se  investigations  have  not  yet  resulted  in  filing  any  bill  of 
complaint  or  the  return  of  any  indictment.  I’.ach,  however,  must  be  staffed 
and  the  investigation  pushed. 

In  general,  every  effort  is  made  to  staff  adequately  cases  that  are  actually  in 
trial.  This  frequently  must  be  done  at  the  expense  of  cases  that  have  not  reached 
the  trial  stage  or  that  have  not  yet  been  filed  but  are  in  the  process  of  investigation. 

The  Division  estimates  that  it  is  able  to  take  action  only  on  about 
20  percent  of  the  justifiable  complaints  wliich  come  to  it. 

As  lon^  as  the  Antitrust  Division  is  so  limited  in  personnel  that  it 
can  handle  only  a small  percentage  of  the  justifiable  complaints 
which  come  to  it,  it  will  necessarily  be  subjected  to  pressures  “to 
take  care  of  one  case  ahead  of  others.”  This  is  a situation  hardly 
calculated  to  promote  even-handed  justice.  Moreover,  such  a situa- 
tion necessarily  throws  the  Division  off  balance  in  any  possible  efforts 
to  attack  the  problem  of  concentration  and  monopolistic  practices 
on  a much  more  systematic  and  effective  basis.  Wdien  the  Division 
undertakes  a big  case,  like  the  Hartford-Empire  case,  it  must  figure 
on  spending  from  $250,000  to  $500,000  (13  to  26  percent  of  its  present 
budget).  Obviously,  if  the  Division  were  to  recast  its  approach  so 
as  to  attack  only  the  important  areas  of  concentration  and  the  most 
important  monopolistic  practices,  a few  big  cases  would  tie  up  all  of 
the  Division’s  present  personnel  for  several  years.  Many  other 
pressing,  but  much  less  significant,  cases  would  have  to  be  disregarded. 
Oftentimes  the  volume  of  complaints  coming  into  the  Antitrust 
Division  from  aggrieved  individuals  does  not  truly  reflect  the  relative 
seriousness  of  the  antitrust  problems.  Very  frequently  businesses 
become  so  used  to  monopoly  power  exercised  by  a few  dominant 
groups  in  many  of  the  key  industries  that  relatively  few  complaints 
are  received  concerning  these  industries. 

Mr.  Walton  Hamilton  in  his  monogi-aph  for  the  TNEC,  “Antitrust 
in  Action,”  describes  the  relationship  between  the  receipt  of  com- 
plaints and  the  bringing  of  suits  by  Antitrust  as  follows: 

A case  has  its  beginnings  in  a complaint.  Although  it  proceeds  on  its  own 
motion,  .Antitrirst  is  largely  dependent  upon  private  information  for  its  knowledge 
of  violations  of  the  law.  Its  first  intimation  of  the  need  for  action  coines  from 
out.side. 

The  complaint  re.sponds  to  its  welcome.  If  met  with  silence  or  indifference, 
it  comes  in  intermittently;  if  the  hope  flares  that  something  will  come  of  it  the 
stream  flows  full  and  fast.  Thus  figures  present  a rough  index  of  the  vitality 
of  the  enforcement  agency.  For  the  fiscal  year  1932,  when  the  computation  was 
first  started,  there  were  356  complaints;  for  1933,  the  number  had  increased  to 
499.  In  1934  and  1935,  the  years  of  the  Nil  A,  the  numbers  had  jumped  to 
1,020  and  1,451;  but  almost  ail  of  these  were  concerned  with  violations  of  pro- 
visions of  the  codes.  The  spurt  of  interest  in  the  regulation  of  industry  carried 
over  in  1936,  when  there  were  730  complaints;  but  for  1937  the  number  had 
fallen  to  581.  The  revival  of  activity  in  Antitrust  shot  the  number  up  to  923 
for  1938;  for  1939,  it  had  risen  to  1,375;  and  1940  established  an  all  high  of 
1,993.” 

:ii  ^ ^ ^ 

The  stream  of  correspondence  goes  to  the  Complaints  Section.  If  a case  is 
under  way  or  an  investigation  in  process,  the  letter  is  referred  to  the  attorney 

“Antitrust  in  Action.”  TNEC  Monograph  No.  IG.  p.  36. 
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in  charge.  If  it  invdtes  an  excursion  into  inactive  territory,  a lawyer  in  the 
section  handles  it.  He  calls  for  the  file  on  the  industrv,  exaniines  previous  com- 
plaints and  correspondence,  looks  at  reports  from  the  Federal  Bureau  of  Investiga- 
tion, studies  memoranda  prepared  on  earlier  occasions.  If  the  complaint  apjx»ars 
to  justify  action,  a preliminary  investigation  may  be  ordered.  Beyond  this 
point  it  has  to  take  its  chance  against  others  of  its  kind.  It  all  depends  upon  its 
being  able  to  support  an  action,  finding  a place  in  the  program  of  the  Division, 
proving  worth  while  as  against  other  uses  to  which  staff  and  resources  might 
be  put.20 

****** 

Thus  reliance  upon  complaints  makes  enforcement  sporadic  and  haphazard. 
A violation  substantially  the  same  everywhere  may  occur  in  a number  of  indus- 
tries-— yet  the  several  wrongdoers  experience  a variable  justice.  In  one  industry 
loud  complaints  touch  off  a case;  in  a second,  a lesser  hue  and  cry  get  the  matter 
listed  for  action  at  a later  time;  in  a third  it  escapes  official  notice.  In  respect  to 
open-price  filing,  delivered  prices,  identical  bids,  many  schemes  are  in  vogue;  the 
process  of  litigation  has  touched  only  isolated  instances.  The  real  function  of 
complaint  is  to  do  scouting  service  for  the  Division.  Yet  it  does  not  bring  in  the 
information  requisite  to  the  formulation  of  a program,  the  planning  of  a campaign, 
the  shaping  of  strategy  and  tactics.  A raid  into  oil,  a foray  against  patents, 
a thrust  at  an  oversized  corporation,  an  attack  upon  a racket  in  poultry  or 
fur,  an  offense  against  a petty  consi)iracy  in  a pettier  trade — this  is  an  orderless 
miscellanv.2^ 

V 

Partly,  pcrliaps,  becaiise  of  the  shortage  of  personnel  and  partly 
because  the  Antitrust  Division  is  composed  almost  entirely  of  lawyers, 
who  naturally  have  a tendency  to  think  in  terms  of  winning  a case, 
the  Division  has  in  the  past  built  up  a file  of  complaints  and  then 
taken  action  when  it  felt  it  had  a case. 

The  Division  has  not  itndertaken  a,  systeinatic  review  of  economic 
concentration,  industny  by  industry,  and  ^then  proceeded  to  take  action, 
against  the  most  inipoitant  areas  of  concentration.  Until  this  is  done 
it  is  difficult  to  see  how  a reversal  of  economic  concentration  can  be  ex- 
pected through  antitrust  action.  In  recent  months,  however,  the 
Division  has  tended  to  give  more  weight  to  economic  significance 
of  the  problem  in  determining  when  to  institute  action. 

Another  result  of  shortage  of  personnel  is  the  very  pronounced 
tendency  of  the  Antitrust  Di\fision  to  accept  pleas  of  nolo  contendere 
and  to  accept  consent  decrees,  rather  than  fighting  the  cases  through 
to  a conclusion. 

As  the  Division  points  out  in  its  statement  to  the  committee,  it  has 
the  choice  either  of  accepting  pleas  of  nolo  contendere  and  accepting 
consent  decrees  in  many  cases,  or  of  fighting  a much  smaller  number 
of  cases  through  to  a conclusion. 

This  much  is  clear.  By  accepting  pleas  of  nolo  contendere  it  is 
much  harder  for  injured  parties  to  bring  suit  for  treble  damages.  The 
treble  damage  provisions  of  the  Sherman  and  Clayton  Acts,  which 
were  intended  to  help  police  enforcement  of  these  acts,  have  been 
successfully  employed  in  only  relatively  few  cases.  Furthermore, 
there  is  the  consideration  that  where  criminal  and  civil  actions  are 
fought  through  to  a conclusion,  the  publicity  attached  to  the  case  may 
be  a powerful  deterrent  to  repetition  of  the  offense. 

The  Justice  Department,  in  justifying  its  practice  of  accepting  pleas 
of  nolo  contendere  and  consent  decrees,  contends  "that  “greater  eco- 
nomic good  can  be  achieved  through  accepting  nolo  contendere  pleas, 
and  thereby  freeing  members  of  the  Division’s  staff  to  commence  work 

upon  new  complaints  rather  than  expending  months  or  vears  in  trying’ 
cases.”  * - ® 


Ihid.,  p.  m. 
**  Ibid.,  p.  39. 
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In  asking  for  information  concerning  possible  administrative  im- 
provements, the  committee  asked  for  a special  report  concerning  the 
manner  in  which  antitrust  investigations  are  handled.  The  report 
submitted  by  the  Justice  Department  indicated  an  “arm’s  length” 
type  of  relationship  between  the  Antitrust  Division  and  the  Federal 
Bureau  of  Investigation.  For  example; 

(1)  After  the  Antitrust  Division  has  dcicided  that  a complaint  war- 
rants investigation  as  to  whether  a case  should  be  filed,  the  Antitrust 
Division  must  draw  up  a comprehensive  memorandum  for  submission 
to  the  FBI.  This  memorandum  must  set  forth  in  advance  all  of  the 
things  which  the  FBI  agent  should  look  for. 

(2)  Many  of  the  investigations,  particularly  against  big  companies, 
obviously  are  far-flung  in  their  ramifications  and  involve  operations  in 
difterent  parts  of  the  country.  Nevertheless,  an  FBI  agent  assigned 
to  work  on  an  antitrust  case  in  his  own  territory  is  not  permitted  to 
follow  the  case  through  to  another  territoiy.  Hence,  wdiere  an  investi- 
gation is  desired  in  more  than  one  territory  “personnel  assigned  to 
assigned  to  each  of  the  several  Bureau  offices  participates  in  the 
investigation.” 

(3)  It  is  up  to  the  FBI  to  decide  whether  its  agents  should  meet 
with  and  discuss  the  investigation  wdth  the  Antitrust  Division  attor- 
neys. Antitrust  Division  attorneys  do  not  actually  participate  along 
wdth  the  FBI  agents  canying  on  the  investigation. 

(4)  When  the  FBI  has  concluded  its  investigation,  it  traiisrnits  all 
of  its  material  to  the  Antitrust  Division  and  the  Antitrust  Division 
can  then  decide  whether  to  institute  the  case,  ask  the  FBI  to  secure 
some  additional  information,  or  follow  up  directly  themselves. 

(5)  The  committee  staff  endeavored  to  ascertain  whether  the  FBI 
agents  working  on  antitrust  cases  are  specialists  in  antitrust  work. 
The  staff  learned  that  none  of  the  FBI  agents  are  specially  trained  on 
antitrust  although  the  FBI  training  courses  do  include  some  work  on 
antitrust  matters.  The  staff  then  inquired  whether  Antitrust  attor- 
neys direct  the  training  work  pertaining  to  antitrust  matters,  and  were 
advised  that  this  was  handled  by  the  FBI. 

Antitrust  investigations,  at  least  in  tlie  biggest  cases,  are  unques- 
tionably complex.  Inteistate  in  character,  they  involve  both  difficult 
economic  and  legal  matters.  Under  such  circumstances,  a closer 
working  arrangement  between  the  Antitrust  Division  and  the  FBI 
would  seem  to  be  indicated.  Certainly  Antitrust  Division  personnel 
would  seem  best  qualified  to  assist  in  the  training  of  FBI  men  on 
antitrust  work.  The  “arm’s-length”  type  of  relationship  between 
FBI  agents  and  Antitrust  Division  personnel  during  the  course  of  an 
investigation  would  hardly  seem  to  promote  the  gathering  of  the  most 
comprehensive  and  useful  set  of  facts. 

The  Antitrust  Division  points  out  that  monopolistic  tendencies 
have  been  enormously  aggravated  by  the  national  defense  program. 
It  states  that  dependence  by  the  wartime  agencies  for  their  key  per- 
sonnel upon  representatives  from  the  largest  business  organizations, 
the  substitution  of  controls  for  normal  market  forces,  patent  pooling 
arrangements,  industry  advisory  committees,  etc.,  have  created  a 
community  of  interest  not  always  consistent  with  the  spirit  of  the 
antitrust  laws.  The  Division  in  its  report  has,  in  our  opinion,  been 
mucli  too  “gentle”  in  its  answer  to  this  question  about  “obstacles  to 
effective  execution  of  responsibilities  under  the  antitrust  laws.”  The 
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Justice  report  does  not  point  out  how  the  War  Assets  Administration, 
for  example,  tlirough  the  disposition  of  surplus  property,  particularly 
of  plants  and  production  equipment,  has  influenced  greatly  economic 
concentration  because  of  inadequate  interpretation  of  its  responsi- 
bility to  “discourage  monopolistic  practices  and  preserve  and 
strengthen  the  competitive  position  of  small  business.” 

Similarly,  the  handling  of  control  orders  by  agencies,  such  as  the 
Department  of  Agriculture,  the  Office  of  Price  Administration,  and  the 
Civilian  Production  Administration,  has  great  importance  in  increas- 
ing the  size  of  the  problem  left  to  antitrust  enforcement  after  these 
wartime  agencies  have  been  disbanded. 

Appro  priations 

The  committee  requested  the  Justice  Department  to  furnish  it  a 
statement  concerning  the  budget  which  they  requested  the  Budget 
Bureau  to  approve,  the  amount  approved  by  the  Budget  Bureau,  and 
the  amount  approved  by  Congress  for  each  fiscal  year  from  1939 
through  1947. 

Antitrust  appropriations,  1939-47 


Fiscal  year 

Amount  re- 
quested by 
Antitrust 

Amount  ap- 
proved by  the 
Bureau  of 
Budget 

Amount  ap- 
proved by 
Congress 

Supplemental 

appropriations 

1939 

$1,028,540 

1. 530.000 
2, 199, 900 
2,741,060 
2,  650, 000 

2. 380.000 
1, 695,  200 

1.750.000 
2,000,000 

$692, 250 

1.530.000 

1.209.000 

1.576.000 
2, 000,000 

1. 600. 000 
1 1.400.000 

1.750.000 

1.900.000 

$780,060 

1.300.000 

1. 325.000 

2.325.000 

1.800.000 
1,600,000 

1.390.000 

1.700.000 

1. 900.000 

1940 

$9,000 
96, 600 

160, 000 

150.000 

175. 000 

1941 

1942 

1943 

1944 

1946 

1946 

1947 

Here  again,  as  in  the  case  of  the  Federal  Trade  Commission,  one 
finds  that  when  sharp  cuts  are  made  they  are  made  by  the  Budget 
Bureau,  not  by  Congress.  As  a matter  of  fact,  in  4 of  the  9 years 
reported  on.  Congress  appropriated  more  money  to  the  Antitrust 
Division  than  had  been  approved  by  the  Budget  Bureau.  However, 
when  one  considers  the  immensity  of  the  problem  faced  by  Antitrust 
Division  and  the  very  poor  resources  which  they  have  at  the  present 
time  to  cope  with  the  problems,  it  is  surprising  to  find  how  modest 
an  amount  the  Antitrust  Division  asks  the  Budget  Bureau  to  approve. 
One  can  only  conclude  either  that  the  Antitrust  Division  thinks  of 
itself  as  a group  of  knight  errants  going  out  on  foraging  expeditions, 
or  they  have  become  so  devoid  of  hope  they  will  ever  receive  an  ap- 
propriation consistent  with  the  size  of  their  job  that  they  feel  it  is 
hopeless  to  make  a request  in  terms  of  the  amount  necessary  to  carry 
out  their  responsibilities. 

For  example,  members  of  the  committee  staff  have  been  unable  to 
find  out  how  large  an  organization  the  Antitrust  Division  w'ould  need 
in  order  to  carry  out  fully  its  responsibilities  under  the  Sherman  and 
Cla,yton  Acts  and  to  reverse  the  trend  toward  economic  concentration. 
This  is  not  considered  a “practical  question.”  The  Division  is  so  far 
from  meeting  its  responsibilities  now  that  the  more  practical  question 
for  next  year  is  how’  fast  can  the  Division  efficiently  ex-pand  in  1 year. 
In  response  to  persistent  inquiries  on  this  point  by  committee  kaff, 
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membors  of  the  Antitrust  Division  indicated  that  the  efficiency  of  the 
Division  could  be  maintained  and  new  personnel  could  be  absorbed 
in  1 year  on  a basis  which  would  warrant  a budget  request  of  $3,500,000 
for  the  next  fiscal  year. 

When  the  committee  staff  endeavored  to  ascertain  the  outcome  of 
this  $3,500,000  budget  request,  they  learned  that  the  Attorney  Gen- 
eral had  reduced  the  Antitrust  Division  estimate  by  $1,000,000 — 
30  percent.  Therefore,  the  amount  requested  by  the  Justice  Depart- 
ment to  the  Budget  Bureau  foi’  its  Antitrust  Division  activities  in  the 
forthcoming  fiscal  year  is  $2,500,000. 

Statutory  authority 

The  Justice  Department,  in  answer  to  our  question  as  to  possible 
inadequacies  in  the  present  antitrust  laws,  stated  that  they  consider 
that  existing  laws  “provide  a very  good  weapon  against  monopoly  and 
monopolistic  practices.  The  primary  requisite  for  a successful 
antitrust  program  is  staff  and  appropriations,  rather  than  additional 
legislative  powers.” 

They  point  out,  however,  several  respects  in  which  strengthening 
legislation  would  l)e  advisable  in  their  opinion. 

(1)  Strengthening  section  7 of  the  Clayton  Act  so  as  to  cover 
acquisitions  of  assets  as  well  as  stock. 

(2)  Civil  'penalties  for  inolation  of  the  Sherman  Act  so  as  to 
deprive  a monopoly  of  its  monopolistic  gains. — The  Division  points 
out  that  even  a dissolution  or  divestiture  order,  which  is  certainlv 
the  most  drastic  type  of  civil  action  taken  against  a defendant, 
“merely  converts  part  of  the  holdings  of  the  monopoly  into  cash. 
Thus,  while  a monopolist  may  be  compelled  to  surrender  pro- 
ductive capacity,  he  keeps  the  equivalent  in  cash.  The  TNEC 
recommended  a statute  imposing  civil  penalties  for  violation 
of  the  Sherman  Act.  Some  such  legislation  seems  essential  if  the 
effects  of  a monopoly  are  to  be  eliminated  from  the  market  and 
competition  restored.” 

(3)  Increasing  the  fines  on  individuals  and  corporations  for 
violation  of  the  antitrust  laws. — The  record  of  fines  imposed  under 
the  antitrust  laws  shown  in  appendix,  part  IV,  is  obviously  so 
small  as  to  not  constitute  any  substantial  financial  hurt  to  the 
larger  companies  listed.  The  Antitrust  Division  makes  the 
charge  that  “in  some  respects  the  penalties  are  so  low  that  viola- 
tion is  regarded  as  businessmen  as  a good  business  risk.”  They 
illustrate  their  point  by  a letter  from  the  files  of  the  Hartford- 
Empire  Co.  which  is  well  worth  quoting  in  full: 

“ ‘The  ineffectiveness  of  the  small  penalties  to  create  a proper  sen.se  of 
responsibility  in  corporate  officials  is  .shown  by  a statement  of  an  official 
of  the  Hartford-Empire  Co.;  in  a memorandum  written  in  1925  regarding  a 
future  antitrust  case  against  the  illegal  combination,  he  said  (Ex.  76,  Hart- 
ford-Empire Record,  pp.  12573-12574); 

“ ‘It  may  be  well  to  con.sider  here,  also,  what  would  be  the  result  should 
anv  or  all  of  these  matters  be  upset  bv  Government  action,  as  follows; 

'“‘O’Neill— 

^ * Meanwhile  the  O’Neill  organization  and  business  as  a going 

concern  would  have  been  irrevocably  disposed  of.  We  might  be  forced  to 
put  our  O’Neill  United  States  patents  up  for  auction  and  sell  them  for  a song 
and  perhaps  lose  a few  thousand  dollars  this  way,  but  I cannot  see  that 
anything  serious  can  happen  in  any  event  as  to  this  transaction. 

:jc  4c  :((  t 
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‘‘  ‘Federal — 

“‘Under  similar  circumstances,  a di.s.solution  here  might  be  much  more 
serious,  depending  upon  the  nature  of  the  decree.  It  could  liardlv  force  us 
to  give  up  any  patents  taken  out  in  our  name.  We  might  conceivablv  be 
forced  to  di.spo.se  of  patents  practically  taken  out  in  the  name  of  T.  R.  & B 
and  as.signed  to  us.  By  the  time,  however,  that  such  decree  would  become 
final,  we  would  hope  that  the  situation  would  be  such  that  those  Federal 
patents  would  not  be  worth  much  to  anybody.  We  might  lose  whatever 
value  we  paid  for  them,  but  that  would  be  all. 

‘Of  cour.se,  the  court  might  order  that  we  tran.sfer  the  entire  Federal 
hcfuising  business  to  some  other  party  and  turn  over  to  that  partv  the 
I ederal  patents.  This,  of  course,  would  simply  restore  to  a certain  extent 
the  existing  situation  and  establish  a competitor.  It  would  have  either  one 
of  two  results— either  that  competitor  would  be  in  a rcasonablv  strong  po.si- 
tion,  in  which  case  we  could  probably  dispo.se  of  all  these  a.s.sets  as  a going 
concern  for  somewhere  near  what  we  paid  for  them  and  take  our  chances 
with  competition.  Or,  by  that  time,  the  situation  would  be  such  that  it 
would  be  practically  impossible  to  restore  the  old  Federal  competition  even 
It  It  had  all  the  Federal  patents;  in  w hich  case  we  wouldn’t  get  much  for  the 

sale  of  these  assets,  but  on  the  other  hand,  the  competition  wouldn’t  be 
serious. 

“^Meantime,  we  would  have  gotten  out  our  own  patents;  probably  had 
the  income  from  Pederal  licenses  for  several  years  and  very  po.ssiblv  also 

AUa.s*^mide°liceLe  ^ ™ight  have  brought  in  ‘Hazel- 

as 'se^fnr?b''^°'Tf’ ^«y  of  these  deals  upset, 
m o m tipset,  I still  believe  that  by  that  time,  we  w ill  be 
in  a better  position  even  with  such  di.ssolution  than  we  would  be  otherwise- 
and  I see  no  danger  whatsoever  of  any  criminal  liability  because  the  cases 

flonbtful  in  the  matter  of  law  that  they  could  never  get  anv 
juiy  to  coinict  and  I doubt  if  any  iirosecuting  officer  wmuld  ever  attempt 

(4)  Mandatory  increase  in.  criminal  })enalties  for  repeated 

violcitions  of  the  antitrust  laws.— A review  of  the  appendix  in 
part  V sliows  that  in  only  a,  very  few  cases  since  ] 890  have  anv 
prison  sentences  been  served  for  violation  of  the  antitrust  laws. 
In  these  cases,  with  hut  one  exception,  the  offenders  were  either 
engaged  in  labor-union  activities  or  were  engaared  in  business 
racketeering.  Although  the  courts  have  the  autlioritv  to  im- 
piison  businessmen  convicted  of  violating  the  antitrust  laws 
they  have  not  exercised  it.  ’ 

A review  of  the  cases  will  also  show  a substantial  number  of 
companies  named  repeatedly  as  defendants  in  antitrust  suits. 
In  many  ot  these  cases  the  companies  pleaded  nolo  contendere 
and  in  many  other  cases  agreed  to  consent  decrees.  The  reason 
lor  the  Antitrust  Division  accepting  pleas  of  nolo  contendere  and 
consent  decrees  has  been  discussed  previously. 

(5)  Statutory  authority  preventing  further  use  of  a patent  in 
molation  of  the  antitrust  laws,  and  to  prevent  a nwnopolist  from 
collectmg  royalties  under  the  jmients.—ThQ  Justice  Department 
pointed  out  that,  under  recent  court  decisions,  compulsory 
icensing  of  patents  under  a reasonable  royalty  can  be  required 
by  the  Antitrust  Division  when  the  patents  involved  were  used 
m turtherance  of  a monopolistic  practice.  The  Division  con- 
tends that  this  IS  not  sufficient  relief  to  “eliminate  the  efl’ecls  of 
the  unlawful  use  of  patents.” 

(6)  Compulsory  registration  of  international  business  aqree- 

In  response  to  a question  from  the  committee  as  to 
vliethex  operations  of  labor  unions  which  affect  monopoly  or 
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concentration  of  power  are  adequately  covered,  the  Justice 
Department  pointed  out: 

(1)  The  activities  of  labor  unions  acting  alone  and  in  their  own  interests 
are  not  covered  by  the  Sherman  Act  even  though  the  activities  may  affect 
the  commercial  market.  In  api)lying  this  rule,  the  courts  have  held  that 
jurisdictional  strikes  and  secondary  boycotts  growing  out  of  labor  disputes 
are  exempt  from  the  Sherman  Act. 

(2)  However,  if  labor  combines  with  employers  to  control  the  market 
or  competition  in  the  market,  the  antitrust  laws"  apply  and  the  conibination 
is  illegal. 

The  Justice  Department  takes  the  position  that  the  antitrust  laws 
are  not  a suitable  means  for  proceeding  against  monopolistic  activities 
of  labor  unions  where  there  is  no  conspiracy  with  management.  * 
They  recommend,  instead,  that  problems  in  this  category  be  handled 
by  “an  agency  with  specific  legislative  authority  in  the  field  of  labor  ’ 
disputes.”  [ 

This  would  seem  to  be  a revei*sal  of  the  position  adopted  by  Anti- 
trust Division  before  tbe  war  in  its  efiorts  to  rid  tbe  construction  ' 
industry  of  many  of  its  monopolistic  practices. 

Obviously,  if  the  fight  against  concentration  and  monopolistic  prac- 
tices is  to  be  won  it  must  be  fought  on  all  fronts,  and  to  disclaim 
jurisdiction  does  not  solve  tbe  problem.  If  another  agency  is  to 
handle  such  violations,  it  would  seem  desirable  that  such  a decision 
be  made  and  that  this  other  agency  carry  out  its  responsibilities  in  a 
manner  fully  consistent  with  tiie  antitrust  laws. 

The  Justice  Department  was  also  asked  whether  a clearer  distinc- 
tion should  be  drawn  between  the  proper  functions  of  the  Federal 
Trade  Commission  and  Justice  so  that  the  danger  of  duplication 
would  be  eliminated.  They  answered: 

The  Department  of  Justice  has  worked  harmoniou.sly  with  the  Federal  Tr.‘’do 
Commission  in  the  past.  We  see  no  reason  for  new  legislation  defining  the  rela- 
tions between  the  Federal  Trade  Commi.ssion  and  the  Antitrust  Division,  how- 
ever, liaison  for  informal  discussions  of  ca.ses  and  investigations  has  been  helpful 
and  will,  we  believe,  prevent  overlapping  and  do  away  with  anv  necessity  for 
legislation. 

The  Justice  Department  admitted  that  there  had  been  occasions 
when  the  Federal  Trade  Commission  and  the  Antitrust  Division 
have  conducted  investigations  or  brought  proceedings  in  the  same 
field.  They  gave  as  an  example  of  this,  cases  against  the  cement 
industry,  one  brought  by  FTC  and  the  other  by  Antitrust  Division, 
which  are  now  pending.  They  claim,  however,  that  there  is  no  con- 
flict in  the  proceedings  and  different  relief  is  sought  in  the  antitrust 
suit. 

There  is  an  obvious  difference  in  that  the  Antitrust  Division  is 
proceeding  under  the  Sherman  Act,  whereas  the  Federal  Trade  Com- 
mission derives  its  powers  under  the  Federal  Trade  Commission  Act 
and  under  the  Clayton  Act.  While  there  is  a difference  in  the  type 
of  relief  sought,  the  Sherman  Act  and  the  two  acts  enforced  by  "the  * 
Federal  Trade  Commission  have  the  same  general  objectives.  ' 

The  important  point  would  seem  to  be  that  there  was  no  planning  ; 

of  joint  strategy  in  the  cerrient  case  by  the  Federal  Trade  Commis-  | 

sion  and  by  the  Antitrust  Division  with  a view  to  adopting  the  most  ' 
effective  techniques  available  to  the  Government  for  carrying  out  the 
intent  of  the  acts.  Had  such  joint  planning  been  in  operation,  it 
seems  likely  that  there  would  have  been  one  suit  which  would  have 
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covered  all  types  of  relief  necessary  to  carry  out  fully  the  intent  of 
the  antitrust  laws. 

It  does  not  seem  to  us  suflScient  that  the  Federal  Trade  Commis- 
sion and  the  Justice  Department  work  without  hostility  or  friction. 
It  is  of  the  utmost  importance  that  they  plan  their  antitrust  activities 
together  so  that  their  personnel  and  funds  are  utilized  to  make  the 
most  effective  possible  impact  on  concentration  and  monopolistic 
practices. 

Section  IC.  Bureau  of  the  Budget 

The  crucial  importance  of  the  Budget  Bureau  to  the  antitrust 
program  was  discussed  in  some  detail  in  connection  with  both  Federal 
Trade  Commission  and  Antitrust  Division. 

While  it  is  generally  considered  that  each  agency  is  responsible  for 
carrying  out  congressional  policy,  the  Budget  Bureau  is,  in  effect,  an 
exceedingly  important  policy  making  and  program  making  arm  of 
goveminent  through  its  control  over  funds,  personnel  ceilings,  and 
the  writing  of  Executive  orders. 

Therefore,  the  view  and  actions  of  the  Budget  Bureau  are  crucial  to 
the  effectiveness  of  the  Government’s  program  to  combat  economic 
concentration. 

When  the  Budget  Bureau  was  asked  for  their  comments  on  the 
extent  ind  present  seriousness  of  concentration  they  seemed  to  indi- 
^;ate  that  they  concurred  in  the  findings  of  the  TNEC  and  of  the 
Smaller  Wai-  Plants  Corporation.  They  pointed  to  the  need  for  an 
effective  antimonopoly  and  small-business  policy.” 

I'hey  point  out  that  a well-rounded  Federal  program  includes  both 
an  effective  antimonopoly  policy  and  positive  assistance  to  competi- 
tive small  business.  “To  assure  a well-rounded  Federal  program  the 
Bureau  has,  in  its  recommendations,  supported  the  small-business 
programs  of  the  Department  of  Commerce  and  the  Reconstruction 
Finance  Corporation.”^® 

The  Bureau  indicated  that  the  budgets  approved  by  them  for 
Antitrust  Division  and  for  the  Federal  Trade  Commission  have  in- 
creased fairly  substantially  from  1938  to  the  present  time. 

The  budgets  and  appropriations  were  discussed  in  the  two  previous 
sections  dealing  with  FTC  and  Antitrust  Division.  The  figures  sub- 
mitted by  the  agencies  show  the  following: 

1.  The  amount  approved  bv  the  Budget  Bureau  for  the  FTC 
was  $1,981,000,  in  1938,  and  $2,180,700,  in  1939. 

The  amount  originally  approved  by  the  Budget  Bureau  for 
fiscal  1947  was  $2,619,400.  As  a part  of  the  President’s  reorgani- 
zation plan  for  the  FTC  a supplemental  budget  of  $857,000  was 
approved  some  months  later. 

2.  The  amount  approved  by  the  Budget  Bureau  for  the  Anti- 
trust Division  for  1939  was  $692,250  (Congress  increased  this  by 
$90,000);  for  1947  Budget  Bureau  approved  $1,900,000. 

W bile  the  present  Antitrust  Division  budget  is  unquestionablv 
larger  than  the  1939  budget,  it  is  considerably  smaller  than  the  1941-42 
budget.  The  Antitrust  Division  estimates  that  its  present  effective 

2!*  See  report  from  Bureau  of  the  Budget,  pt.  IV. 

« The  House  Small  Business  Committee  held  hearings  early  in  1946  concerning  Executive  Order  9665, 
drawn  up  by  the  Budget  Bureau,  which  split  the  SWPC  functions  I>etween  Commerce  and  RFC  At  the 
hearings  and  m subsequent  letters  to  Mr.  John  Snyder,  then  Director  of  the  Omee  of  War  Mobilization  and 
Koconversion,  the  House  Small  Business  Committee  sharply  criticized  the  manner  in  which  the  SWPC 
unctions  were  split  as  being  inimical  to  small  business.  See  pt.  IV. 

93200 — 46 5 
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Strength  is  about  half  what  it  was  in  1941-42,  in  spite  of  the  fact  that 
the  f ridings  oj  the  S\\  PC  report  on  concentration  with  which  the  Budget 

Bureau  seems  to  agree  show  a substantially  more  serious  concentration 
problem.. 

T.  he  Bureau  states  that  during  the  last  8 years  *^in  the  main,  with 
very  few  exceptions,  the  estimates  recommended  by  the  President 
ha\e  been  somewhat  higher  than  the  amounts  actually  appropriated 
by  the  Congress.” 

The  Bureau  neglects  to  mention,  however,  that  in  4 of  the  last  9 
years  Congress  appropriated  more  money  to  the  Antitrust  Division 
than  was  approved  by  the  Budget  Bureau.  In  each  of  these  4 years 
the  Bureau  had  cut  substantially  the  amount  requested  by  the  Anti- 
trust Division. 

Similarly,  the  FTC  records  for  the  last  10  years  show  that  in  five  of 
the  years  Congress  appropriated  exactly  the  amounts  approved  by 
the  Budget  Bureau.  In  each  of  three  other  years.  Congress  appropri- 
ated more  than  95  percent  of  the  amounts  approved  by  the  Budget 
Bureau.  In  each  of  the  8 j^ears,  however,  the  amounts" approved  "by 
the  Budget  Bureau  were  substantially  less  than  the  amounts  requested 
by  the  Federal  Trade  Commission. 

The  committee  staff  has  been  informed  that  the  Budget  Bureau 
invites  agency  representatives  to  a hearing  before  making  a deter- 
mination as  to  the  budget  it  will  recommend.  Agency  representa- 
tives make  their  arguments  in  support  of  their  originarrequests  are 
asked  questions,  and  are  then  advised  that  the  Budget  Bureau’ will 
later  inform  them  of  their  decision. 

There  are  no  transcripts  of  Budget  Bureau  hearings  nor  is  the 
Bureau  required  to  justify  its  cuts.  Nevertheless,  when  an  agencv 
goes  before  the  Appropriations  Committees  of  Congress  its  repre- 
sentatives are  expected  to  justify  amounts  approved  by  the  Budget 
Bureau.  The  appropriation  request  to  the  Appropriations  Com- 
mittees does  not  show  the  amounts  originally  requested  by  the 
agencies. 

The  Budget  Director  states: 

I am  satisfied  that  a more  rapid  rate  of  exj)ansion  in  the  fimd.s  provided  to 
these  agencies  would  not  have  meant  a corre.sponding  improvement  in  the  enforce- 
ment of  these  laws,  unless  it  had  been  accompanied  by  considerable  changes  in 
the  laws  themselves  and  in  the  machinery  set  up  to  administer  them.  The  funds 

recommended,  in  my  opinion,  have  been  consist-ent  with  the  budgetarv  situation 
existing  in  those  years. 

The  committee’s  investigations  of  the  antitrust  program  have  indi- 
cated that  while  certain  improvements  in  the  laws  are  desirable  and 
a much  better  coordinated  antimonopoly  Government  polic.y  is  needed 
the  funds  for  antitrust  enforcement  have  been  on  a very' small  scale 
relative  to  the  magnitude  of  the  problem. 

The  committee  staff  has  pointed  out  what  it  considers  to  be  some 
very  serious  inadequacies  in  antitrust  enforcement  by  the  Federal 
Trade  Commission  and  by  the  Antitrust  Division.  We  have  tried  to 
recognise,  however,  that  to  handle  antitrust  problems  in  a comprehensive 
and  effective  manner  requires  not  only  administrative  improvements,  but 
the  means  to  do  a comprehensive  job.  If  the  drih  toward  increased 
economic  concentration  and  monopoly  is  the  urgently  important 
problem  which  the  TNEC  and  the  SWPC  report  find  it  to  be,  no 
time  should  be  lost  in  utilizing  every  j)ossible  means  available  to 
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Government  to  stop  this  trend.  Appropriations  for  antitrust  enforce- 
ment are  one  of  these  means.  For  the  Budget  Bureau  to  insist  that 
changes  in  the  laws  and  administrative  improvements  be  brought  about 
before  approving  substantially  increased  budgets  for  antitrust  enforce- 
ment, indicates,  the  commiitee  staff  considers,  no  great  sense  of  im- 
mediacy about  economic  concentration. 

In  response  to  the  committee’s  request  for  suggestions  and  comments 
for  improving  the  effectiveness  of  tne  antitrust  program,  the  Budget 
Bureau  points  to  certain  inconsistencies  and  overlapping  features^’of 
both  the  laws  and  the  administration  of  the  laws.  The  Budget  Bureau 
states:  “If  we  are  to  have  a consistent  and  effective  ‘over-all  anti- 
monopoly  policy’  as  the  President  urged  last  January,  we  must 
develop  better  teamwork  between  these  agencies.” 

The  committee  staff  concurs  in  the  great  need  for  the  Executive  to 
bring  about  such  teamwork.  One  might  have  hoped  that  the  Budget 
Bureau,  as  the  President’s  “right  arm,”  might  have  done  this  job  for 
the  Executive. 

Section  II— A.  Department  of  Commerce 

Commerce  Department,  in  addition  to  its  regular  responsibilities 
for  fostering,  promoting  and  developing  the  industry  and  trade  of 
the  Lnited  States,  inherited  on  January  28,  1946,  the  followimr 
specific  small  business  responsibilities  which  previously  had  beeii 
exercised  by  the  Smaller  War  Plants  Corporation: 

(1)  All  general  SWPC  responsibilities  under  the  SWPC  Act 
with  the  exception  of  making  loans  and  the  taking  of  prime  con- 
tracts. This  includes  a general  responsibili ty  for  aggressive  mobi- 
lization  of  the  productive  facilities  of  small  business  for  essential 
civilian  purposes.  (This  act  expires  the  end  of  this  year.) 

(2)  SW  PC  responsibilities  under  the  Reconversion  Act.  (These 

have  to  do  with  negotiations  with  War  Production  Board  con- 
cerning equitable  treatment  to  small  plants.) 

(3)  SA\PC  responsibilities  under  the  Surplus  Property  Act  for 
determining  the  needs  of  small  business  and  making  these  needs 
known  to  the  surplus  property  administrator. 

EXTENT  AND  SERIOUSNESS  OF  CONCENTRATION 

It  was  thought  that  the  Department  of  Commerce,  in  view  of  its 
responsibility  for  fostering,  promoting,  and  developing  the  industry 
and  trade  of  this  country,  would  be  in  a unique  position  to  give  our 
commiUee  a realistic  appraisal  of  this  problem.  After  all,  the  Com- 
merce Department  is  the  agency  in  Government  which  has  the  most 
iniormation  on  the  status  of  business  conditions. 

The^ Department’s  answer  is  printed  in  full  in  part  V of  this  report 
Jn  substance,  the  Commerce  Department’s  answer  highlighted  the 
sharp  gams  m concentration  caused  by  the  war.  It  went  on  to  su^^- 
gest  that  these  gams  were  not  only  likely  to  be  retained,  but  possibly 
extended.  I wo  paragraphs  are  particularly  worth  quoting: 

fh ^ very  serious  situation,  particularly  since  the  gains  of 
the  larger  are  in  the  form  of  tremendous  amounts  of  fluid  working 

capital  for  which  they  have  little  use  in  their  internal  operations,  as  long  as  levell 
of  production  do  not  increase  very  substantially.  It  is  probable,  therefore,  they 
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will  use  these  funds,  outside  of  their  own  operations,  for  the  acquisitions  of  other 
and  smaller  producing  companies  or  for  extension  of  services. 

Currently,  the  business  population  is  increasing  at  a rapid  rate  which  might 
indicate  an  offset  against  this  increase  in  concentration.  Most  of  this  increase, 
however,  is  in  areas  in  which  turn-over  normally  is  very  high,  such  as  retail  trade 
and  services,  and  does  not  have  a substantial  effect  on  industries  of  high  concen- 
tration. It  does,  however,  create  a long-run  problem  in  that  such  small  business- 
men, including  many  returning  veterans,  may  be  caught  in  the  coils  of  an  inflation 
spiral  through  inventory  devaluation  when  the  cycle  changes  direction. 

CURRENT  FACTS  ON  CONCENTRATION — THE  BASIS  FOR  INTELLIGENT 

PUBLIC  POLICY 

We  do  not  find  that  the  Department  of  Commerce  has  attempted  to 
keep  its  finger  on  the  pulse  of  the  competitive-enterprise  economy 
through  a constant  analysis  of  the  degree  of  concentration  in  the 
economy,  particularly  on  an  industry-by-industry  basis. 

The  Commerce  Department  is  frank  in  stating  that — 

the  cuirent  industry  and  business  statistics  of  the  Bureau  of  the  Censtis  lend 
themselves  to  the  development  of  information  on  industrial  concentration  only  on 
certain  subjects.  The  current  appropriations  to  the  Bureau  are  not  adequate  as 
to  the  recoding  and  retabulation  that  would  be  required  to  show  concentrations  in 
such  areas. 

Similarly,  the  manner  in  which  data  are  published  from  the  regular 
censuses  of  manufactures  and  business  do  not  reflect  the  extent  and 
seriousness  of  concentration. 

While  the  Department  has  made  some  special  studies,  such  as  its 
reports  on  mergers  and  acquisitions,  it  presumably  does  not  consider 
current  reporting  on  concentration  to  be  one  of  its  primary  responsi- 
bilities. This  is  somewhat  surprising  in  view  of  a specific  legal  responsi- 
bility which  was  transferred  to  the  Bureau  of  Foreign  and  Domestic 
Commerce  in  1912  from  the  Department  of  Labor.  This  transfer  of 
functions  (15  U.  S.  C.  172)  provides: 

The  duties  of  the  Department  of  Labor,  or  Bureau,  “to  ascertain  * * * 

what  articles  are  controlled  by  trusts  or  other  combinations  of  capital,  business 
operations,  or  labor,  and  what  effect  said  trusts,  or  other  combinations  of  capital, 
business  operations,  or  labor  have  on  production  and  prices,”  are,  as  of  August 
23,  1912,  transferred  to  and  shall  be  discharged  by  the  Bureau  of  Foreign  and 
Domestic  Commerce.  * * * 

Section  183  of  the  Commerce  Act  also  provides  that: 

The  Secretary  of  Commerce  shall  make  a report  to  Congress  on  the  firsf  Mon- 
day of  January  in  each  year,  containing  the  results  of  the  information  collected 
during  the  preceding  year  ♦ * * upon  the  condition  of  the  manufacturers, 

domestic  trade,  currency,  and  banks  of  the  several  States  and  Territories. 

One  can  only  conclude  that  the  Commerce  Department  does  not 
consider  the  complete  and  regular  reporting  on  the  extent  of  concentra- 
tion as  crucial  to  a report  on  the  condition  of  manufacturers  and 
domestic  trade,  or  they  have  failed  in  a basic  responsibility  for  pro- 
viding the  information  which  is  necessary  as  a guide  to  intelligent 
public  policy.  This  information  is  needed  for  two  purposes:  First,  to 
measure  the  seriousness  of  the  problem,  and,  second,  to  provide  a 
continual  measure  of  the  effectiveness  of  the  Government’s  antitrust 
and  small  business  programs. 
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COORDINATION  BETWEEN  COMMERCE  DEPARTMENT  AND  THE 

ANTITRUST  ENFORCEMENT  AGENCIES 

The  Department  of  Commerce  was  asked  in  what  respect  they 
could  be  helpful  to  the  Department  of  Justice  and  the  Federal  Trade 
Commission  in  their  carrying  out  of  their  responsibility  for  preventing 
monopoly  and  concentration  of  economic  power. 

in  effect,  the  lack  of  coordination  which  had 
existed.  For  example,  the  answer  stated — 

preliminarv  arrangements  have  already  been  inaugurated  bv  the  Secretary  of 
Commerce  for  closer  cooperation  with  the  Department  of  Justice  and  the  Federal 
trade  Commission  in  connection  with  monopoly  problems. 

A copy  of  a memorandum  from  the  Secretary  to  all  his  Bureau  direc- 
tors was  enclosed  with  the  Commerce  answer.  This  memorandum 
ad  vised  all  Bureau  cliiefs  that  they  should  bring  to  the  attention  of 
the  Secretary  all  matters  in  which  monopolistic  practices  were  hurting 
small  business  so  that  he  could  refer  the  more  important  ones  to  the 
Department  of  Justice. 

It  may  be  significant  that  this  memorandum  was  dated  July  10 — 
about  10  days  after  they  had  received  our  questionnaire. 

Commerce  Department  indicated  that  “liaison  already  exists  [be- 
tween Commerce’s  Office  of  Small  Business  and  FTC  and  Antitrust] 
but  it  can  be  made  more  effective  and  possibly  established  on  a day- 
in,  day-out  basis.” 

The  report  also  pointed  out  that  the  Office  of  Business  Economics 
had.  statistics  and  statistical  studies  that  might  be  pertinent  to  the 
problem  of  monopoly  and  concentratior,  and  the  Office  of  Domestic 
ConunercB  hEd  specialists  assigned  to  specific  industries  who  might 
render  some  assistance  on  an  industry-by-industry  basis.  The  report 
md  not  indicate  that  the  Federal  Trade  Commission  and  the  Justice 

Department  and  Commerce  were  using  these  tools  in  any  organized 
fashion.  ^ 

Commerce’s  Competitive  Standards  Division  prepared  two  field 
instructions  dealing  with  FTC’s  trade  practice  activities.^^  (Both 
were  dated  July  15.  1946.)  The  Commerce  reply  indicated  that  the 
Competitive  Standards  Division  “devotes  a substantial  part  of  its 
activities  to  the  Federal  Trade  Commission  and  has  an  attorney  in 
charge  of  t^se  activities.”  At  the  time  of  writing,  the  Competitive 
btandards  Division  had  the  services,  we  understand,  of  three  men, 
one  of  these  an  attorney  who  devoted  his  time  to  FTC  matters. 

DETERMINING  THE  NEEDS  OF  SMALL  BUSINESS 

Just  as  the  antitrust  program,  to  be  effectively  and  intelligently 
earned  out,  requires  sound  information  concerning  the  extent  and 
seriousness  of  concentration,  so  it  would  seem  that  the  Government's 
smalhbusmess  program  would  require  current  and  realistic  informa- 
tion  conceding  the  needs  of  small  business.  Therefore,  the  committee 
asked  tiie  Commerce  Department: 

What  are  your  present  methods  for  determining  the  needs  of 

small  business? 

How  adequate  are  these  methods? 

W hat  improvements  are  necessary? 

*•  Reprinted  in  pt.  V. 


r 


60  ECONOMIC  CONCENTRATION  AND  MONOPOLY 

Is  your  agency  in  a position  to  report  to  Congress  what  needs 
to  be  done  to  preserve  and  strengthen  the  competitive  position 
ot  the  small-busmess  segment  on  an  industry-by-industry  basis? 

J he  Department  stated  that  it  is  in  a position  to  evaluate  the  com- 
petitive position  of  small  business  by  “appropriate  studies  and  serv- 
ices and  to  ‘formulate  at  least  general  determinations”  as  to  the 
needs  oi  small  business.  The  answer  goes  on  to  state  that  the  Office 
ot  bmall  Business  is  so  organized  functionally  that  it  obtains  first- 
hand  knowledge  on  a “large  variety  of  business  problems  and  needs.” 

Ihe  report  also  points  out  that  “an  excellent  means  for  ascertaining 
the  needs  of  small  business  is  the  processing  of  actual  complaints. 
Lnder  existing  procedures  applications  for  priorities  assistance  re- 
ceived  in  the  held  are  forwarded  to  the  Special  Services  Division  in 
VVaslimgton.  The  number  of  these  cases  is  relatively  insignificant 
wmpared  with  the  total  needs  of  small  business  all  over  the  countiT 
However,  in  processing  these  cases  the  Division  obtains  intimate 
knowledge  of  actual  conditions.” 

The  Commerce  Department  goes  on  to  point  out,  however,  that  it 
does  not  feel  that  the  Division  can,  under  its  procedures,  ascertain 
the  needs  of  small  business  m a fully  adequate  way.  General  infor- 
mation, even  if  based  on  specific  complaints,  cannot  take  the  place 

ot  specmc  information  as  to  small  business  needs  in  each  particular 
mdustiy. 

One  can  only  conclude  from  this  answer  that  the  Department  of 
Commerce  is  not  in  a position  to  report  to  Congress  on  the  needs  of 
small  business  on  an  industry-by-industry  basis.  It  is  appreciated 
that  the  mdustry-by-in<lustry  approacli  might  require  more  staff 
but  It  IS  hard  to  understand  why  the  Office  of  Small  Business  has  not 
made  a start  m this  direction  if  it  really  proposes  to  deal  resolutely 
and  effectively  w-ith  the  problem  of  strengthening  the  competitive 
position  of  small  business.  While  many  of  the  so-called  problems  of 
small  business  exist  in  more  or  less  degret)  in  many  different  industries 
and  trades,  the  experience  of  the  House',  Small  Business  Committee 
over  the  past  4 years  clearly  indicates  that  a realistic  and  effective 
solution  to  these  problems  requires  an  industry-by-industry  approach. 

Othennse  one  is  in  the  position  of  knowing  “a  little  bit  about  a lot 
of  things.” 

commerce’s  small-business  program 

Our  letter  of  June  28  did  not  ask  any  specific  questions  concerning 
the  operation  of  the  small-business  program  since  this  subject  had 
been  covered  in  considerable  detail  bv  the  House  Small  Business  Com- 
mittee’s hearings  on  January  22,  1946  (merger  of  Smaller  War  Plants 
Corporation  function  and  personnel  into  Department  of  Commerce 
and  Reconstruction  Finance  Corporation).  To  make  this  report 
more  complete  we  are  reprinting  in  part  V the  exchange  of  corre- 
spondence concerning  the  Commerce  small-business  program  which 
took  place  between  the  chairman  of  the  House  Small  Business  Com- 
mittee, Representative  Wright  Patman,  and  the  Under  Secretarv  of 
Commerce.  We  are  also  printing  in  this  report  a copy  of  the  “pro- 
gram outline”  of  the  Office  of  Small  Business  for  the  fiscal  year  1947 
which  was  prepared  in  July  of  1946.  ’ 

The  exchange  of  correspondence  betw'cen  Mr.  Patman  and  the 
Lnder  Secretary  of  Commerce  reveals  a basic  difference  of  thinking  as 
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to  the  proper  function  of  the  Office  of  Small  Business.  The  House 
Small  Business  Committee  placed  much  greater  emphasis  on  the  need 
for  an  industry-by-industry  approach  in  which  the  Office  of  Small 
Business  w'ould  be  the  vigorous  and  aggressive  protagonist  for  strength- 
ening the  competitive  position  of  the  small-business  segment. 

To  this  end  the  House  Small  Business  Committee  had  recommended 
that  Executive  Order  9665,  which  had  split  the  functions  betw^een 
Reconstruction  Finance  Corporation  and  the  Department  of  Com- 
merce, be  amended  so  as  to  give  Commerce  Department  all  of  the 
former  Smaller  War  Plants  Corporation  functions  except  the  makino- 
of  loans,  and  give  Commerce  Department  all  of  the  former  Smaller 
W’ar  Plants  Corporation  personnel  with  the  exception  of  those  en- 
gaged directh’^  on  the  loan  program. 

The  House  Small  Business  Committee  did  not  press  this  recom- 
mendation further  after  it  was  informed  on  March  22,  1946,  by  Mr. 
Harold  Smith,  Director  of  the  Budget,  that  the  Department’of  Com- 
merce had  agreed  with  the  Budget  Bureau  that  the  surplus  property 
priority  purchase  right  for  small  business  and  the  prime  contractim-- 
function  and  the  former  Smaller  W'ar  Plants  Corporation  district 
office  pemonnel  should  be  transferred  to  Reconstruction  Finance 
Corporation  rather  than  to  the  Department  of  Commerce. 

• ^ decision  was  to  leave  the  Commerce  Department 

with  the  former  SWTC  “general  responsibilities  to  small  business,” 
but  to  transfer  to  the  Reconstruction  Finance  Corporation  SWPC’s 
best  tools  for  strengthening  the  competitive  position  of  small  business 
It  should  be  borne  in  mind  that  even  though  the  Budget  Bureau 
^rough  Executive  Order  9665,  transferred  these  “tools”  to  RFC’ 
Commerce  Department  received,  via  this  same  Executive  order,  cer- 
tain  general  statutory  responsibilities  with  respect  to  helping  small 
business  on  both  surplus  property  and  procurements,  and  also  under- 
to^  to  carry  on  certain  assistance  functions  in  connection  with  loans 
The  Co^mmerce  Department,  on  the  other  hand,  seemed  to  prefer 
^neral  jmvisory  types  of  assistance,  such  as  preparing  pamphlets  on 
How  to  Set  Up  and  Operate  an  Employees’  Suggestion  System,  and 

counseling  with  small  businessmen  on  management  and  marketinff 
problems.  ® 

One  of  the  tests  by  which  to  judge  an  agency’s  attitude  toward  the 
relative  importance  of  its  different  programs  is  the  distribution  of 
personnel  assigned  to  the  programs.  In  the  spring  of  this  year  the 
B ashingfon  staff  of  the  Office  of  Small  Business  consisted  of  over  200 
employees.  Recognizing  that  a substantial  percentage  of  these  w^ere 
clerical,  it  is  still  significant  to  point  out  the  number  of  persons 
assigned  to  each  of  the  following  five  programs,  which  w^ere  certainly 
of  cruc^l  importance  to  the  competitive  position  of  small  business: 

Policy  and  case  negotiations  with  the  Office  of  Price  Adminis- 
tration— one  person. 

CPA  priorities— two  persons  assigned  to  poliev  negotiations: 
four  to  case  negotiations. 

Surplus  property  two  persons  assigned  to  policy  negotiations: 
one  person  to  handle  cases. 

Contracts,  Government  and  civilian — one  person  handling 
policy  negotiations;  four  persons  handling  cases. 

Loans  one  person  handling  both  policy  negotiations  and  cases. 
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Mr.  Patman  s letter  of  March  27  asked  for  a copy  of  each  field  and 
internal  operatmg  mstruction  “which  is  presently  in  effect  on  any  of 
tne  Pve  on-the-sMt  programs  discussed  in  my  original  letter.”  The 
^swer  from  the  Department  of  Commerce  was  dated  April  13,  1946. 
ihe  only  specijic  field  mstructions  received  were  three  dealing  with 
mdividual  aspects  of  the  CPA  priorities  procedure. 

In  spite  of  these  seeming  deficiencies,  the  Office  of  Small  Business 
has  processed  a very  substantial  number  of  requests  for  assistance 
11  om  small  business.  A supplementary  report  for  the  period  March 
^rough  June  1946,  shims  that  almost  31,000  requests  for  assistance 
were  received  by  the  Department  of  Commerce  by  their  field  and 
Washmgton  offices.  The  report  shows  that  during  the  same  period 
action  was  completed  on  over  25,000  requests.  How  many  of  the 
completed  actions,  such  as  priorities  requests,  requests  for  surplus 

successful  action  are  not  shown, 
could  give  direct  assistance,  such 
as  on  CIA  matters,  undoubtedly  the  assistance  was  of  substantial 
sigmncance. 

The  bimonthly  reports  issued  by  the  Department  of  Commerce  on 
tfieir  small-busmess  operations  include  summaries  of  their  efforts  to 
iiaye  certain  other  Government  agencies  establish  policies  which  will 
not  discriminate  agamst  small  business,  and  preferably  which  will 
help  small  business.  For  example,  their  reports  describe  their  con- 
tinuous effort  to  prevent  the  Civilian  Production  Administration  from 
piematux-ely  scuttlmg  certain  controls.  The  Commerce  Department 
argument  IS  that  the  effect  of  lifting  these  controls  would  be  to  leave 
small  business  m a seriously  disadvantageous  competitive  position  in 
the  scramble  for  scarce  materials.  This  is  an  example  of  how  it  is 
necessary  for  one  agency  to  devote  part  of  its  time  to  convincing  aii- 
ot^r  ag^cy  about  the  need  for  preventing  concentration. 

+i  T . Small  Business  recently  was  successful  in  preventing 
the  Civilian  Production  Admimstration  from  again  withdrawing  pri- 
orities assistance  to  small  business  on  steel.  It  has  not  been  unifornilv 
successful  on  other  materials,  however,  as  the  report  on  Civilian  Pro- 
duction Admmistration  indicates,  plastics  and  synthetic  resins  being 
an  example.  At  the  time  CPA  proposed  to  remove  priorities  assist- 
ance to  small  business  on  plastics  and  synthetic  resins,  the  argument 
being  that  these  materials  were  too  scarce,  the  Office  of  Small  Business 
wrote  UrA  the  following  memorandum: 


Office  of  Small  Business, 
Department  of  Commerce, 

June  19,  1946. 


Memorandum 


To;  Lawrence  Brown,  Director,  Chemicals  Division,  CPA. 

From:  Philip  E.  Nelson,  Acting  Chief,  Special  Services  Division. 

^“*^^S?nt£fic^eS^"*  Policy  Decision  on  Plastics  and 

of  VQ4^^^Thi^  5^  Document  No.  255  which  was  circulated  under  date 

document  requests  a priority  policy  decision  to  the  effect 
that  the  shortage  of  plastics  and  synthetic  resins  is  so  severe  that  many  customers 
w ill  not  be  able  to  obtain  sufficient  material  to  maintain  minimum  economic  rates 
of  production,  and  therefore  the  CPA  will  not  be  able  to  offer  assistance  to  man?- 
facturers  to  support  minimum  economic  rates  of  production 

We  (ksire  to  enter  an  objecdon  to  this  document  for  the  following  reason- 
The  basin  policy  of  the  CPA  priorities  system  is  for  the  purpose  of  assuring 
an  equitabl ; distribution  of  material'  that  are  in  short  supply.  Therefore,  in 
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the  case  of  plastics  and  synthetic  resins,  the  CPA  should  not  abandon  the  use 
of  priorities  which  can  assure  a fairly  equitable  distribution.  / 

It  appears  to  us  that  the  proper  approach  to  this  situation  is  not  an  abandon- 
ment of  the  use  of  controls  but  a strengthening  of  the  controls  even  to  the  extent 
of  a complete  allocation. 

It  is  suggested  that  the  CPA  follow  the  policy  presently  in  existence  in  the 
textile  field  and  assure  small  plants,  by  use  of  priorities,  economic  rates  of 
production.  , 

It  should  be  noted  that  the  Commerce  Department  Office  of  Small 
Business  protest  is  based  entirely  upon  a disagreement  as  to  wdiat 
another  Government  agency’s  proper  responsibilities  are.  There  is 
no  presentation  of  facts  as  to  the  needs  of  small  busmess  or  its 
difficulty  in  obtaining  such  materials. 

The  prmciple  involved  in  this  kind  of  approach  seems  most 
important  because  it  shows — 

(1)  No  established  Government  policy  concerning  the  relation- 
ship between  reconversion  priority  controls  and  concentration. 

(2)  Insufficient  knowledge  on  the  part  of  the  Office  of  Small 
Business  of  the  practical  needs  of  small  business. 

If  the  Office  of  Small  Busmess  is  to  be  an  effective  champion  of 
small  business,  it  must  do  more  than  “trade  opinions”  with  other 
Government  agencies.  It  must  be  able  to  show  the  need  for  certain 
policies  based  on  knowledge  of  the  industries  affected. 

It  would  seem  obvious  that  a really  elective  small-business  program 
must  grow  out  of  the  demonstrated  needs  of  small  business.  From  the 
standpoint  of  the  economy,  surely  the  needs  of  small  busmess  w'hich 
deserve  first  attention  are  in  those  industries  and  lines  of  trade  where 
concentration  and  restrictive  practices  are  most  serious.  Until  the 
Office  of  Small  Business  comes  to  grips  with  the  problem  on  an 
industry-by-industry  basis,  it  must  continue  to  “trade  policy  state- 
ments” as  in  the  case  of  the  memorandum  on  plastics.  As  long  as  the 
present  approach  continues,  the  Office  of  Small  Business  is  hardly  in 
a position  to  obtain,  on  the  basis  of  demonstrable  need,  the  adoption 
of  policies  which  will  assist  small  business.  It  must  remain  in  the 
micomfortable  position  of  trying  to  block  other  agencies  from  carrying 
out  policies  which  seem,  on  the  basis  of  general  policy  considerations, 
to  be  detrimental  to  small  business. 

The  industry-by-industry  approach  would  force  the  Office  of  Small 
Business  to  face  the  issue  of  concentration.  It  would  also  be  a means 
of  providing  an  acid  test  of  the  extent  to  w'hich  “small-business  aids” 
strengthen  small  business.  Anything  less  than  this  may  be  helpful 
in  assisting  small  business  to  prosper  on  the  fringes  of  our  economv 
which  are  not  of  interest  to  big  business,  but  does  it  really  answer  the 
central  problem  of  preserving  the  competitive  enterprise  economy? 

Section  II-B.  Reconstruction  Finance  Corporation 

RFc’s  VIEWS  ON  CONCENTRATION 

Under  Executive  Order  9665,  issued  December  27,  1945,  which 
became  effective  January  28,  1946,  the  RFC  inherited  specific  and 
general  responsibilities  w'ith  respect  to  small  business.  Up  to  that 
time  it  might  have  been  said  that  they  had  no  special  and  official 
concern  wdth  the  competitive  position  of  small  business,  even  though 
their  publicity  releases  frequently  mentioned  the  high  percentage 
(in  numbers)  of  RFC’s  loans  which  were  made  to  small  business. 
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Through  the  Executive  order  split  of  the  Smaller  War  Plants 
Corporation,  RFC  inherited  three  former  Smaller  War  Plants  Cor- 
poration responsibilities  and  powers: 

(1)  Authority  to  make  loans  to  small  business  on  more  liberal 
terms ; 

(2)  The  pover  to  buy  surplus  property  for  resale  to  small 
business;  and 

(3)  The  power  to  take  prime  Government  contracts  and  sub- 
contract these  to  small  plants. 

All  three  of  these  powers  are  of  substantial  importance.  Handled 
in  an  aggressive  and  imaginative  fashion,  these  do  a great  deal  to 
strengthen  the  competitive  position  of  independent  business.  It  is 
vorth  remembering  that  RFC  inherited  these  three  powers  via  Public 
Law  603  (the  S^TC  Act)  and  sections  18  (e)  and  (f)  of  the  Surplus 
Property  Act.  The  language  of  these  statutes  is  emphatic  in  placing 
upon  the  agency  delegated  to  carry  them  out  a heavy  and  serious 
responsibility  for  rendering  positive  assistance  to  small  business. 

Public  Law  603  calls  for  mobilizing  aggressively  the  productive 
capacity  of  all  small  business  concerns  for  war  and  essential  civilian 
production.  The  act  specifically  includes  e.ssential  civilian  purposes 
and  remains  in  force  through  the  end  of  1946. 

Sections  18  (e)  and  (f)  of  the  Surplus  Property  Act  are  even  more 
specific.  They  place  upon  the  RFC  responsibility  for  buying  surplus 
property  for  resale  to  small  business  and  for  making  loans  to  small 
business  for  the  purchase  of  surplus  property  when  in  its  judgment 
mch  action  is  necessary  to  preserve  and  strengthen  the  competitive 
aosition  of  small  business.  This  section  deals  with  the  heart  of  the 
lonceiRration  problem.  To  strengthen  the  competitive  position  of 
small  business  is  to  reduce  concentration  of  economic  power. 

RFC  had  had  these  small  business  responsibilities  for  about  6 
non  tbs  when  we  wrote  them  on  July  19  in  connection  with  this  inves- 
-igation.  We  asked  them  for  their  comments  concerning  the  extent 
md  piesent  seriousness  of  monopolies  and  concentration  of  economic 
lower.  Their  answer  illustrates  how  an  agency  with  specific  small 
lusiness  responsibilities  can  give  only  passing  recognition  to  concen- 
ration  as  a serious  domestic  problem.^® 

The  first  part  of  theii’  answer  is  quoted  below: 

A determination  of  the  e.xtent  and  present  seriousness  of  monopolies  and  con- 

< entration  of  economic  power  would  require  the  collection  and  analysis  of  infor- 
] aatiori  on  a broad  b^is.  The  discharge  of  RFC’s  functions  to  date  has  never 

< aUed  for  such  collection  and  analysis,  and  a factual  reply  to  this  question  hardly 
j eems  possible.  Any  reply  would  therefore  merely  reflect  the  varying  opinions 

< f the  individual  staff  of  this  corporation. 

Even  if  RFC  is  not  obligated  to  collect  data  on  concentration — 

( bviously  it  is  much  more  economical  for  one  agency  to  do  all  of  the 
( ollecting— it  is  instructive  to  find  that  the  RFC  is  willing  to  iudicate 
that  it  has  no  official  interest  in  the  problems  of  concentration — 
t months  after  it  inherited  the  responsibilities  to  preserve  and 
strengthen  the  competitive  position  of  small  business. 

See  report  from  Reconstruction  Finance  Corporation,  pt.  V. 
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THE  SMALL  BUSINESS  LOAN  PROGRAM 

The  committee  asked  RFC  in  effect  whether  they  considered  that 
their  present  small-business-loan  program  adequately  meets  the 
financial  needs  of  small  business. 

Since  they  had  given  the  House  Small  Business  Committee  testi- 
mony about  a year  ago  in  our  hearings  on  “the  financial  problems  of 
small  business”  we  did  not  want  to  burden  them  with  a request  for 
duplicate  information.  We  requested  merely  that  they  supplement 
the  testimony  given  a year  ago  with  whatever  recent  information  they 
felt  to  be  relevant  on  the  point. 

RFC  answered  in  substance  that  they  had  nothing  new  to  add  and 
that  they  felt  the  program  presented  a year  ago  still  meets  adequately 
the  financial  needs  of  small  business,  bearing  in  mind  that  RFC’s 
function  is  to  supplement,  not  to  replace,  the  private  banker  as  a 
source  of  capital  for  the  small  businessman. 

One  can  only  presume  that  the  RFC,  in  its  answer  to  the  committee, 
was  satisfied  that  its  small  business  loan  progi-am  developed  before  it 
inherited  any  responsibilities  from  SWPC  contributed  its  full  and 
proper  part  in  “mobilizing  aggressively  the  productive  capacity  of 
small  business  for  essential  civilian  purposes”  and  in  “strengthening 
the  competitive  position  of  small  business.” 

The  RFC  records  show  that  their  number  of  small  business  loans 
has  increased  substantially  since  they  took  over  the  SWPC  functions. 
Moreover,  small  business  loans  in  dollars  now  account  for  over  half 
of  the  total  amount  of  loans  made. 

RFC  issues  a bimonthly  report  on  its  small  business  activities. 
The  last  report  of  record,  that  for  June  and  July  1946,  indicates  that 
of  all  business-loan  applications  acted  upon  by  RFC,  over  95  percent 
were  approved.  This  would  on  the  surface  seem  to  indicate  that  the 
RFC  progi’am  meets  at  least  what  an  overwhelming  majority  of  small 
business  applicants  consider  to  be  their  fijiancial  needs. 

There  is  a serious  question  as  to  whether  this  figure  tells  the  full 
story.  It  does  not  take  into  account  the  large  number  of  business 
loan  inquiries  which  do  not  result  in  either  approval  or  denial.  For 
example,  the  September  1946  RFC  field  office  report  prepared  for 
our  committee  showed  that — 

5,518  business  loan  inquiries  were  received; 

751  of  these  referred  to  other  agencies; 

4,767  business  loan  inquiries  not  referred  to  other  agencies; 

1,558  of  these  were  directed  to  the  banks; 

254  loans  made  by  the  banks; 

265  direct  loans  approved  by  RFC; 

84  direct  loans  denied  by  RFC; 

603  acted  upon. 

Approximately  86  percent  of  the  would-be  borrowers  either  withdrew 
their  applications  or  are  otherwise  unaccounted  for,  which  leaves  unan- 
swered the  basic  question:  How  well  does  the  RFC  small  business 
loan  program  contribute  its  part  in  strengthening  the  competitive 
position  of  small  business? 

We  understand  that  RFC  within  the  last  few  months  has  undertaken 
a survey  to  determine  the  reasons  for  the  substantial  differences  be- 
tween the  number  of  loan  inquiries  and  the  number  of  loans  actually 
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approved  or  denied.  The  committee  staiF  understands  that  this 
survey  has  not  been  completed  as  yet. 

The  really  basic  issue  here  is  not  how  many  dollars  RFC  loans.  It 
IS  rather  one  of  determining,  first,  whether  the  RFC  approach  is 
based  on  a real  awareness  of  the  relationship  between  its  responsi- 
and  the  central  problem  of  concentration,  and,  second,  whether 
RFC  is  carrying  out  fully  its  responsibilities  in  this  respect.  It  may 
be  that,  for  reasons  beyond  RFC’s  control,  the  agency  is  not  in  a 
position  to  meet  the  financial  needs  of  small  business  which  are  not 
taken  care  of  by  private  banks.  If  such  is  the  case,  it  might  be 
expected  that  an  agency  with  RFC’s  small  business  responsibilities 
would  point  out  to  our  committee  wherein  changes  are  necessary  to 
allow  small  business  to  obtain  its  capital  needs  on  an  equitable  basis. 


RFC  SURPLUS-PROPERTY  ACTIVITY 

The  RFC  statistics  for  September  show  that  8,867  inquiries  were 
received  concerning  purchase  by  RFC  of  surplus  property  for  resale 
to  small  business.  Actually,  purchases  by  RFC  were  made  in  2,271 
rases,  involving  about  $5,800,000  (including  real  property). 

The  use  of  the  18  (e)  priority-purchase  right  in  terms  of  numbers 
md  dollars  is  insignificant  when  considered  in  relation  to  the  total 
^ales  of  surplus  property.  In  September  an  estimated  60,000  sales 
:ransactions  were  consummated  by  War  Assents  Administration. 

The  relatively  slight  use  of  the  18  (e)  function  is  not  necessarily 
grounds  for  criticism  of  the  RFC.  The  House  Small  Business  Com- 
iiittee  h&s^  consistently  maintained  that  ^ar  Assets  has  a primary 
■esponsibility  with  respect  to  surplus  property  to  preserve  and 
strengthen  the  competitive  position  of  small  business.  This  respon- 
sibility cannot  be  sloughed  off  to  RFC.  The  committee  has  main 
ained  that  the  18^  (e)  function  can  be  most  effectively  employed  by 
IFC  ij  they  use  it  in  those  cases  where  War  Assets  does  not  carry  out  its 
1 esponsibility  to  small  business. 

Unfortunately,  War  Assets  has  failed  so  markedly  to  follow  through 
on  its  responsibilities  that  the  18  (e)  function  has  lost  any  unique 
i ignificance  it  might  have  had  in  terms  of  jncking  up  special  cases 
' ^rhich  could  not  adequately  be  taken  care  of  under  the  standard  War 
. Lssets  procedures. 

The  Executive  order  which  split  the  Smaller  War  Plants  Corpora- 
1 ion  responsibilities  between  Commerce  Department  and  RFC  did 
i.ot  in  all  cases  give  separate  responsibilities  to  each  of  the  two 

i gencies.  In  some  cases,  such  as  surplus  property,  the  responsibility 
was  split.  Therefore,  in  order  to  bring  out  more  clearly  the  manner  in 
A /hich  RFC  and  Commerce  Department  were  handling  surplus-prop- 
( rty  functions,  the  committee  asked  them: 

In  what  ways  do  you  distinguish  between  your  responsibility  and  Commerce 
J )epartment  s responsibility  in  helping  small  business  on  surplus  property?  It 

ii  understood  that  you  exercise  the  18  (e)  purchase  function  and  Commerce 
1 lepartment  does  not.  However,  which  agency  has  the  responsibility  for  carrv- 
i ig  on  negotiations  with  War  Assets  Administration  with  a view  to  making  sure 
t lat  their  policies  preserve  and  strengthen  the  competitive  position  of  small 
h usiness?  What  agency  has  the  responsibility  for  assisting  individual  small 
h usinessmen  endeavoring  to  buy  surplus  property  but  not  requesting  the  use  of 
t le  18  (e)  priority  function? 
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RFC  indicated  that  it  considers  that  it  has  a responsibility  for 
carrying  on  negotiations  with  War  Assets  Administration  regarding 
general  War  Assets  policies  which  affect  small  business.  RFC 
stated  that  it  was  not  prepared  to  comment  on  whether  they  con- 
sitlered  that  Commerce  Department  also  has  the  same  responsibilities. 

The  purpose  in  asking  this  question  was  to  bring  out  the  extent  to 
which  RFC  considers  itself  obliged  to  handle  certain  responsibilities 
which  Commerce  Departnient  is  also  attempting  to  carry  out.  Com- 
merce, as  we  understand  it,  considers  that  it  has  the  responsibility 
for  determining  the  needs  of  small  business  for  surplus  property,  and 
for  making  these  needs  known  to  War  Assets  Administration.  In 
making  these  needs  known,  presumably  Commerce  Department  repre- 
sents small  business  on  both  a policy  and  case  basis.  Of  course,  the 
whole  arrangement  is  distorted  because  of  the  manner  in  which  the 
Budget  Bureau  separated  the  SWPC  functions.  The  staff  finds  it 
hard  to  imagine  how  two  agencies  can  effectively  act  as  protagonists 
for  small  business  on  policy  negotiations  wdth  War  Assets  Adminis- 
tration. 

To  make  the  best  of  this  arrangement  the  War  Assets  Administra- 
tion, Commerce  Department,  and  the  RFC  have  set  up  an  interagency 
committee  to  thrash  out  policy  decisions. 

GOVERNMENT  PROCUREMENTS 

The  committee  asked  RFC  whether  they  had  taken  any  Govern- 
ment prime^  contracts  or  had  begun  any  procurement  program  in 
view  of  their  inheriting  the  former  SWPC  responsibility. 

RFC  replied  that  it  has  not  exercised  the  prime  contract  function 
because  it  has  not  been  asked  to  by  any  small  firms. 

Merely  because  RFC  has  not  been  asked  to  exercise  the  prime  con- 
tract function  by  any  small  firms  is  not  necessarily  an  indication  that 

needed.  The  Smaller  War  Plants  Corporation  was 
oflScially  abolished  the  end  of  last  year.  Only  a lawyer  studying  Ex- 
ecutive Order  9665  would  realize  that  RFC  still  had  an  obligation  to 
obtain  prime  contracts  for  small  manufacturers  who  needed  assistance 
in  securing  Government  orders. 

Committee  experience  has  been  that  one  of  the  serious  disadvan- 
tages  under  which  small  business  operated  during  the  period  of  govern- 
ment wartime  and  reconversion  controls  was  lack  of  full  information 
concerning  theu  opportunities.  The  same  argument  would  seem  to 
hold  true  for  RFC’s  procurement  powders. 

LEGISLATIVE  AUTHORITY 

The  Sinaller  War  Plants  Corporation  Act,  Public  Law  603,  expires 
the  end  of  1946.  Even  though  the  Surplus  Property  Act  continues, 
the  small  business  priority  function  covered  by  section  18  of  the 
Surplus  Property  Act  is  considered  to  be  inoperative  with  the  expira- 
tion of  the  Smaller  War  Plants  Corporation  Act. 

Section  III-A.  War  Assets  Administration 

The  War  Assets  Administration  under  the  Surplus  Property  Act 
has  a twofold  responsibility  in  connection  with  matters  pertaining  to 
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the  subject  of  the  investigation.  It  is  required  to  dispose  of  surplus 
property  in  such  a way  as  to — 

(1)  Discourage  monopolistic  practices. 

(2)  Strengthen  and  preserve  the  competitive  position  of  small 
business  concerns  in  an  economy  of  free  enterprise. 

In  several  places  in  the  act  one  finds  reference  to  these  two  cardinal 
principles. 

These  responsibilities  bear  directly  on  War  Assets  Administration. 

Three  other  agencies  have  supplementary  responsibilities  which  in  no 
Way  relieve  War  Assets  of  their  responsibility  for  carrying  out  these 
two  cardinal  provisions.  The  Commerce  Department  has  the  respon- 
sibility (sec.  18  (c)  and  (d))  for  “speaking  for  the  needs”  of  small 
business  for  surplus  property  after  making  surveys  and  consulting 
with  small  business  as  to  what  those  needs  are.  Section  18  (e)  gives 
to  RFC  the  power  to  purchase  any  surplus  property  for  resale  to  small 
business,  when  in  its  judgment  such  disposal  is  required  to  preserve 
and  strengthen  the  competitive  position  of  small  business,  or  will 
assist  the  Corporation  in  the  discharge  of  the  duties  and  responsi-  I 

bilities  imposed  upon  it. 

Section  20  of  the  Surplus  Property  Act  requires  that  the  War  Assets 
Administration  ask  the  Attorney  General  for  a statement,  in  connec- 
tion with  the  proposed  sale  of  certain  types  of  property,  as  to  whether 
the  WAA  proposed  sale  violates  the  antitrust  laws.  Such  sales 
include  those  which  cost  the  Government  $1,000,000  or  more,  or  of 
patents,  processes,  techniques,  or  inventions,  irrespective  of  cost. 

It  should  be  noted  in  this  connection  that  the  authority  of  the 
Attorney  General  is  much  more  circumscribed  than  the  authority  of 
WAA.  The  Attorney  General  is  called  upon  merely  to  make  a finding 
whether  a proposed  disposition  violates  the  antitrust  laws.  The 
WAA,  on  the  other  hand,  is  called  upon  to  make  dispositions  in  such 
a way  as  to  discourage  monopolistic  practices  and  to  preserve  and 
strengthen  the  competitive  position  of  small  business,  a much  broader 
responsibility.  In  the  opinion  of  the  staff,  if  War  Assets  carried  out 
this  requirement  100  percent  there  should  never  be  any  need  for  the 
Antitrust  Division’s  taking  exception  to  any  of  the  WAA  proposed 
disposition.  < 

The  committee  staff  has  in  mind,  in  connection  with  the  entire  I 

surplus-property  disposal  program,  a principle  which  it  considers  | 

Congress  to  have  held  as  fundamental  when  the  Surplus  Property  Act 
was  passed.  This  principle  is  that  Congress  recognized  that  many  j 

things  were  done  during  the  war  which  promoted  monopoly  and  | 

concentration  of  economic  power  and  hurt  the  competitive  position  i 

of  small  business.  It  is  our  understanding,  therefore,  that  Congress  i 

intended  that  surplus  property,  the  product  of  the  war  machine,  I 

should,  to  the  fullest  extent  practicable,  be  disposed  of  in  such  a way 
as  to  redress  this  aggravated  condition.  It  is  not  enough  for  War 
Assets  to  give  small  business  a theoretically  equal  chance.  When  it 
comes  to  dealing  with  the  Government,  small  business  has  always 
been  at  a disadvantage,  unless  special  measures  are  taken. 

Until  this  year  the  disposal  agencies  were  in  practice  leaving  the 
carrying  out  of  the  small-business  objectives  of  the  act  almost  entirely 
to  the  Smaller  War  Plants  Corporation.  Their  position  was  that,  if 
any  preferred  position  was  to  be  given  to  small  business  ahead  of 
big  business,  it  should  be  done  by  the  Smaller  War  Plants  Corporation 
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buying  from  the  disposal  agencies  and  reselling  to  small  business. 
The  effect  of  this  approach  was,  naturally,  to  sharply  limit  the  benefits 
to  small  business.  The  disposal  agencies  held  SWPC  off  at  arms 
length  by  this  type  of  procedure,  and  SWPC,  because  of  its  ovm 
internal  difficulties,  was  never  able  to  exercise  the  18  (e)  function  in 
sufficient  cases  to  benefit  substantial  segments  of  the  small  business 
community. 

The  general  counsel  of  RFC,  in  testifying  before  the  House  Small 
Business  Committee  in  January  1946,  reported  that  Smaller  War 
Plants  Corporation  had  exercised  the  18  (e)  priority  function  in  only 
4,736  cases  during  the  previous  14-month  period.  By  far  the  largest 
percentage  of  these  were  for  veterans.  In  only  372  cases  was  18  (e) 
exercised  for  non  veteran  small  businesses. 

Two  War  Assets  Administration  regulations.  Special  Order  24 
(consurner  goods)  and  Regulation  21  (production  equipment  and 
production  materials),  constitute  recognition  of  primary  responsi- 
bility on  the  disposal  agency  for  strengthening  and  preserving  the 
comi)etitive  position  of  small  business  in  the  sale  of  surpluses.  Under 
these  regulations,  after  orders  from  priority  groups  have  been  filled, 
ordere  from  small  business  are  to  be  filled  ahead  of  all  other  non- 
priority buyei-s.  However,  this  recognition  was  slow  in  coming. 
Special  Order  24  was  firet  issued  in  October  1945,  almost  a year  after 
the  passage  of  the  Surplus  Property  Act.  The  regulation  has  been 
revised  a number  of  times  since  then.  Regulation  21,  covering  pro- 
duction equipment  and  production  materials,  was  not  issued  until 
June  1946. 

The  committee  asked  War  Assets  Administration  for  their  com- 
ments concerning  the  ways  in  which  they  could  best  carry  out  the 
congressional  mandate  to  dispose  of  surplus  property  so  as  to  dis- 
courage monopolistic  practices  and  preserve  and  strengthen  the 
competitive  position  of  small  business.  It  asked  for  this  information 
separately  on  each  of  the  four  major  categories  of  surplus  property. 

PRODUCTION  EQUIPMENT  AND  PRODUCTION  MATERIALS 

The  committee  was  particularly  interested  in  production  equipment 
and  production  materials  for  the  following  reasons: 

(1)  Concentration,  particularly  since  the  war,  has  been  most 
acute  in  manufacturing. 

(2)  Surveys  of  plant  equipment  have  shown  that  small  plants 
on  the  average  have  much  less  modern  equipment  than  large 
plants.  This  is  particularly  true  as  a result  of  Government- 
financed  and  Government-encouraged  plant  expansion  which, 
like  war  contracts,  disproportionately  benefited  large  plants. 

(3)  The  abrupt  and  premature  lifting  of  WPB  control  over  the 
allocation  of  scarce  materials  has  resulted  in  small  plants  getting 
less  than  their  proportionate  share  in  the  present  so-called  free 
market.  The  method  by  which  surplus  production  materials 
are  distributed  could  help  to  alleviate  somewhat  this  disadvan- 
tage. 

(4)  Until  Regulation  21  was  issued,  contractors  who  had  on 
their  premises  Government-owned  production  equipment  were 
privileged  to  buy  direct  from  the  owTiing  agencies  (such  as  Army 
and  Navy)  any  equipment  on  their  premises.  This  gave  them 


I 


70 


ECONOMIC  CONCENTRATION  AND  MONOPOLY 


the  privilege  of  picking  up  the  best  and  scarcest  equipment  at 
reduced  Clayton  formula  prices,  and  turning  the  unwanted  and 
undesirable  equipment  over  to  War  Assets  for  general  surplus 
disposal.  Contractors  having  this  privilege  were  generally  known 
as  “contractors  in  possession.”  Since  by  far  the  largest  percent- 
age of  equipment  in  the  plants  of  contractors  in  possession  was 
held  by  big  companies,  this  practice  seriously  discriminated 
against  small  business.  As  a result,  salc.s  of  desirable  equipment 
were  made  directly  to  contractors  in  possession  without  ever  really 
being  declared  surplus.  In  the  8-month  period  from  October 
1945  through  May  1946,  $190,000,000  of  equipment  was  sold 
directly  to  contractors  in  possession. 

This  practice  was  allowed  to  continue  month  after  month  until 
issuance  of  Regulation  21  in  June  1946.  It  is  another  example 
of  how  action  on  behalf  of  small  business  is  taken  only  after  a great 
deal  of  damage  has  been  done.  In  this  cas(!  the  damage  could  have 
been  avoided  by  resolute  action  at  the  time  of  the  inception  of  the 
surplus  property  program. 

The  War  Assets  Administration,  in  explaining  how  it  carries  out 
the  objectives  of  the  act  with  respect  to  the  matters  of  interest  to  this 
investigation,  referred  to  the  issuance  of  Regulation  21  as  follows:^^ 

A new  policy  has  recently  been  instituted  to  enable  small  contractors  in  posses- 
sion to  acquire  100  percent  of  all  short  supply  plant  equipment  located  in  their 
plants  and  to  limit  large  contractors  in  possession  to  25  percent  of  such  short 
supply  equipment  in  their  plants  in  exchange  for  a waiver  of  all  option  rights  and 
rights  of  first  refusal.  This  latter  policy  would  release  a greater  quantity  of 
short  supply  plant  equipment  for  disposal  by  the  War  Assets  Administration  in 
accordance  with  the  policy  noted  above. 

The  War  Assets  Administration  went  on  to  point  out  that — 

In  the  disposal  of  production  equipment  and  production  materials,  minimum 
lot  sizes  are  established  in  order  to  attract  small  independent  purchasers  and 
maximum  lot  sizes  are  established  to  assure  wide  distribution  as  well  as  prevent 
one  or  a few  purchasers  from  securing  a disproportionate  amount  of  the  surplus 
property.  In  filling  purchase  orders  precedence  is  given  to  orders  received  from 
small  purchasers  and  from  distributors  who  serve  small  independent  purchasers 
and  actual  segregation  of  orders  is  made  in  order  to  fulfill  the  above  policy  re- 
quirements. 

The  committee  had  asked  the  War  Assets  Administration  in  answer- 
ing its  questions  to  indicate  as  specifically  as  [»ossible  the  procedures  by 
wdiich  they  carry  out  the  objectives  of  the  act.  They  furnished  the 
committee  with  a copy  of  their  sales  manual  and  of  some  of  their 
internal  procedures. 

The  statement  is  made  that  “in  filling  purchase  orders  precedence 
is  given  to  orders  received  from  small  purchasers  and  from  distribu- 
tors who  serve  small  independent  purchasers  and  actual  segregation 
of  orders  is  made  in  order  to  fulfill  the  above  policy  requirements.” 

It  is  noteworthy  that  the  procedures  and  sales  manual  enclosed 
with  the  War  Assets  reply  made  no  mention  of  a requirement,  in 
connection  with  equipment  and  materials,  that  orders  from  small 
business  be  segregated  and  filled  first. 

Furthermore,  it  is  well  known  that  site  sales  and  warehouse  sales, 
where  a very  large  part,  if  not  most,  of  equipment  and  production 
materials  are  sold,  are  handled  on  a first-come,  first-served  basis. 

V See  report  from  War  Assets  Admiolsti-atlon,  pt.  Vli 
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Therefore,  the  statement  made  concerning  segregation  of  orders  from 
small  business  is  not  calculated  to  engender  confidence  in  the  War 
Assets  handling  of  orders  from  small  business. 

War  Assets  also  pointed  out  that  “purchases  by  Reconstruction 
Finance  Corporation  on  behalf  of  small  business  are  also  invited  pur- 
suant to  section  18  (e)  of  the  act.” 

The  War  Assets  letter  was  written  on  July  19.  In  the  month  of 
July  only  620  sales  of  surplus  property  were  made  by  War  Assets  to 
RFC  for  resale  to  small  business.  The  making  of  620  sales  to  RFC 
is  not  considered  to  affect  significantly  the  competitive  position  of 
small  business.  Moreover,  only  some  of  these  sales  involved  pro- 
duction equipment  or  production  materials. 

Regulation  21  is  principally  concerned  with  tools  and  equipment  in 
short  supply,  which  represent  an  estimated  30  percent  of  all  surplus 
tools  and  equipment. 

In  connection  with  the  remaining  70  percent,  the  War  Assets 
Administration  has  had  under  consideration  for  many  months  a plan 
by  which  small  plants  could  obtain  surplus  equipment  at  a price 
discount  for  scrapping  their  old  equipment.  (Section  18  (e)  of  the 
Surplus  Property  Act  contained  a provision  which  allowed  Smaller 
War  Plants  Corporation  to  accept  trade-ins  in  making  sales  of  property 
to  small  business.  This  provision  has  never  been  exercised.)  Inas- 
much as  about  70  percent  of  the  surplus  tools  and  equipment  are 
estimated  to  be  in  long  supply,  a trade-in,  or  preferably  “scrapping 
discount,”  conceivably  would  carry  out  the  small  business  provisions 
of  the  act  and  promote  disposals. 

INDUSTRIAL  PLANTS 

The  SWPC  report.  Economic  Concentration  and  World  War  II, 
shows  that  the  Nation’s  manufacturing  facilities  in  existence  in  1939 
cost  about  $40,000,000,000  to  build.  To  this  capacity  there  was 
added  by  June  1945,  about  $26,000,000,000  in  new  plants  and  equip- 
ment. Roughly  two-thirds  of  this  $26,000,000,000  plant  expansion 
was  provided  directly  from  Federal  funds,  and  the  other  one-third 
from  private  funds. 

The  top  250  manufacturing  corporations  have  79  percent  of  the  new 
publicly  financed  war  facilities . 

The  WAA  reply  states  that  “special  consideration  is  given  to  the 
requirements  of  small  business  in  the  disposal  of  industrial  plants. 
It  is  the  policy  of  this  Administration  to  favor  bids  from  small  business 
for  the  piu’chase  of  industrial  plants  suitable  for  small  business  pim- 
poses  over  bids  received  from  large  business  enterprises.”  Perhaps 
this  last  sentence  is  meant  to  be  taken  from  Regulation  10  (Govern- 
ment-owned industrial  real  property  and  transportation  property). 
Actually,  Regulation  10  is  not  as  strong  in  its  language  as  this  sen- 
tence. Regidation  10  reads  as  follows: 

Emphasis  should  be  placed  upon  the  urgency  of  getting  plants  and  transporta- 
tion property  into  civilian  production  or  operation  speedily  so  as  to  provide 
maximum  employment  ir.  the  postwar  period.  Due  regard  shall  be  given,  how- 
ever, to  the  possibility  of  enlarging  the  present  major  contribution  to  this  objective 
which  is  made  by  small  business  as  defined  herein  and  to  the  importance  in  this 
connection  of  maintenance  of  free  independent  competitive  enterprise  and  the 
establishment  of  a maximum  of  independent  operators  in  industry. 
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The  SWPC  concentration  report  pointed  out: 

By  the  middle  of  1945,  the  63  largest  listed  manufacturing  corporations  with 
assets  of  over  $100,000,000  had  increased  their  net  working  capital  to  8.4  billion 
dollars,  more  than  that  of  all  listed  manufacturing  corporations  in  1939,  and,  for 
the  reasons  indicated  above,  at  the  end  of  1945  they  will  hold  nearly  $10,000,000,000 
of  highly  liquid  net  working  capital. 

With  this  $10,000,000,000,  these  63  giants  could  increase  their  power  in  a 
multitude  of  ways.  They  could  launch  sales  and  advertising  campaigns  on 
a scale  never  before  contemplated.  They  could  expand  forward  by  ob- 
taining sales  outlets,  backward  by  obtaining  sourctis  of  materials,  and  horizon- 
tallv  bv  entering  into  the  production  of  a wide  variety  of  auxiliary  or  different 
l)roiucts.  With  this  capital  they  could  purchase  all  of  the  usable  Government- 
owned  facilities  at  their  option  price,  or  they  could  purchase  the  assets  of  71,700 
smaller  manufacturing  corporations  with  assets  of  less  than  $3,000,000  each, 
which  represent  84  percent  of  the  total  number  of  manufacturing  corporations  in 
the  United  States.  Large  firms  are,  in  fact,  now  using  their  wartime  financial 
gains  to  buy  up  small  firms,  as  is  indicated  by  the  current  sharp  increase  in  mergers 
and  acquisitions. 

This  information  conconiing  increases  in  working  capital  of  large  cor- 
porations  is  relevant  to  the  disposition  of  snr]tlus  industrial  plants.  At 
the  present  time,  industrial  construction  is  largely  curtailed  hy  CPA 
orders.  Therefore,  a large  company  may  be  willing  to  pay  a price  for 
a surplus  industrial  plant  out  of  line  with  what  they  normally 
would  offer.  XTider  such  circumstances  it  cnn  obviously  out-hid  small 
businesses. 

The  closest  that  War  Assets  Administraton  has  come  to  a definitive 
statement  on  the  small  bnsiness  aspeets  of  real  property  disposal  is  in 
a letter  from  the  D('p\ity  Administrator,  Oflice  of  Iffans  and  Policies, 
to  the  Acting  Chief  of  the  Small  Business  Division  of  the  Reeonstnie- 
tion  Finance  Corporation.  This  letter,  which  is  dateil  September  13, 
194fi,  indicates  in  effect  that  War  Assets  Administration  will  award  a 
plaiit  to  a small  firm  in  preference  to  a large  one,  “providing  that  the 
small  firm’s  offer  is  comparable  to  the  fair  value  price  or  within  a 
reasonable  percentage  of  such  a figure.”  This  policy  statement  has, 
of  this  date,  not  been  announced  in  a published  regulation. 

it  is  again  symptomatic  of  the  general  pr*>hlem  that  this  letter  was 
not  sent  until  September  1946,  by  which  time  approximately  oue- 
third,  and  the  best  third,  of  the  (lovernment-owued  surplus  plants 
were  sold. 

The  War  Assets  Administration  released  on  September  29,  1946,  a 
report  as  of  June  30,  1946,  entitled  “Relationship  Between  Plant 
Disposal  and  industrial  Concentration.”  The  report  makes  the 
statement  that — - 

The  250  largest  manufacturing  corporations  operated  during  the  war  79  percent 
of  all  new,  privately  operated  plant  facilities  built  ^vith  Federal  funds.  The  fact 
that  these  companies  have  acquired  70  percent  of  total  (surplus)  disposals  indicates 
that  the  disposals  so  far  made  have  resulted  in  some  reduction  in  plant  concen- 
tration from  (he  high  wartime  level. 

Such  a disposal  record  can  hardly  be  considered  as  significantly 
preserving  and  strengthening  the  competitive  position  of  small  busi- 
ness, particularly  in  the  light  of  the  following: 

(1)  Although  the  250  largest  manufacturing  corporations  oper- 
ated during  the  war  79  percent  of  the  privately  operated  plant 
facilities  built  with  Federal  funds,  they  owned  and  operated  before 
the  war  65  percent  oj  the  Nation’s  manufacturing  facilities.  There- 
fore, when  the  War  Assets  Administration  shows  that  70  percent, 
in  value,  of  their  surplus  plants  have  been  disposed  of  to  the  250 
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largest  manufacturing  corporations,  they  are  in  effect  admitting 
that  they  are  helping  to  increase  industrial  concentration  above 
the  already  serious  degree  which  existed  in  1939. 

(2)  The  proportion  of  total  manufacturing  facilities  owmed  and 
operated  by  the  250  largest  manufacturing  corporations  is  only 
one  test  of  concentration.  ]t  does  not  indicate  the  degree  of 
concentration  industry-by-industry.  The  War  Assets  Adminis- 
tration report  takes  credit  for  lessening  concentration  in  the 
aluminum  and  automobile  industries  hy  disposing  of  some  plants 
to  newcomers.  They  do  not  report  on  how  their  disposals 
affected  other  industries. 

(3)  The  report  shows  that  282  plant  sales,  each  involving  less 
than  $1,000,000,  were  made.  They  take  pride  in  pointing  out 
that  only  12  percent  (33)  of  these  plants  were  sold  to  the  250 
largest  manufacturing  corporations.  It  is  worth  remembering 
that  these  250  corporations  are  the  giants  of  industry,  and  there 
are  many  manufacturing  concerns  of  very  substantial  size  which 
are  not  included  in  this  top  250  group.  One  might  question 
why  it  was  necessaiy  to  make  sales  of  33  of  the  smaller  plants  to 
the  giant  corporations. 

In  other  w'ords,  if  the  September  policy  commitment  concern- 
ing bids  from  small  plants  had  been  operative,  publicly  known 
and  aggressively  practicetl  from  the  very  beginning  of  the  surplus 
disposal  program,  how  much  would  the  patt<‘rn  of  sales  have 
been  changed? 

A review  of  the  report  makes  very  clear  the  overwhelming  impor- 
tance dolhir-wise  of  plant  sales  in  the  million-dollar  and  above  class. 
Two  further  comments  in  this  connection  are  offered. 

(1)  Wherever  there  was  a choice  as  between  bidders,  to  what 
extent  did  W’ar  Assets  accept  the  bid  which  would  have  resulted 
in  the  most  signiheant  reduction  of  concentration,  in  the  industry 
afecied? 

(2)  To  what  extent  did  War  Assets— 

(a.)  Divide  up  surplus  properties,  selling  separate  units  to 
tlifferent  bidders; 

(6)  Actively  promote  multiple  tenancy  of  large  properties  so 
that  several  small  businesses  could  share  on  a tenancy  basis 
property  which  would  have  been  out  of  the  reach  of  any  one  of 
them? 

The  disposition  of  surplus  plants  still  unsold  affords  an  opportunity 
to  make  a substantial  contribution  to  the  lessening  of  economic  con- 
centration. On  the  basis  of  past  performance,  it  would  seem  that 
much  more  energetic  measures  must  be  devised.  Small  businessmen 
have  always  been  at  an  inherent  disadvantage  in  dealing  with  their 
own  Government.  If  this  disadvantage  is  to  be  removed  measures 
must  be  taken  to  make  small  businessmen  aware  of  their  opportunities 
and  their  preferences  in  obtaining  surplus  plants. 

The  War  Assets  Administration  does  not  seem  to  want  to  accept 
this  responsibility,  but  prefers  to  turn  over  to  the  Reconstruction 
Finance  Corporation  the  responsibility  for  aggressively  interesting 
small  business  iu  surplus  real  property.  The  September  13,  1946, 
letter  from  War  Assets'  Deputy  Administrator  to  the  RFC  makes 
that  intention  obvious.-* 


**  See  pt.  VI. 
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The  War  Assets  Administration  reply  of  July  19  points  out  that — 

This  preferential  treatment  is  in  addition  to  the  authority  of  the  Reconstruction 
Finance  Corporation  to  exercise  a No.  2 priority  m beii^f  of  small  businesses 
in  the  purchase  of  industrial  plants. 

This  would  seem  to  be  a consideration  of  substance  were  it  not  for 
the  fact  that,  as  of  the  time  the  War  Assets  reply  toas  wi'itten,  not  one 
surplus  ])lant  had  been  sold  by  War  Assets  to  RFC  jor  recede  to  small 
biLsiness. 

CONSUMER  GOODS 

The  War  Assets  Administration  indicated  that  precedence  is  given 
to  orders  from  small  independent  retailers  and  wholesalers,  and  from 
wholesalers  who  certify  that  they  will  sell  to  small  independent  retail- 
ers. It  is  claimed  that  this  preference  to  the  independent  retailers 
and  to  the  wholesalers  who  serve  them  is  accomplished  by  segregating 
their  purchase  orders  and  filling  them  first. 

The  committee  has  no  evidence  of  any  written  internal  procedure 
requiring  War  Assets  personnel  to  segregate  orders  for  consumer 
goods,  filling  first  orders  from  retailers  and  liie  wholesalers  w'ho  serve 
them.  The  WAA  Intenial  Operations  Manual  (VV-4-1)  does  state 
that  within  each  level  of  trade  small  orders  will  be  filled  first.  It  says 
nothing  about  filling  first  the  orders  from  small  independent  retailers 
and  second  the  orders  from  wholesalers  who  serve  those  independent 
retailers. 

The  provisions  of  SO-24  are  given  even  less  consideration  in  the 
handling  of  site  sales.  The  only  consideration  given  small  business 
at  site  sales  is  through  the  setting  up  of  maximum  lots.  Site  sales 
ai-e  handled  on  a strictly  first-come,  first-served  basis. 

The  W ar  Assets  reply  states  that — 

Serious  consideration  was  given  to  establishment  of  a day  or  more  during  which 
small  businesses  could  purchase  exclusively  at  site  sales  prior  to  opening  the  sale 
to  all  other  commercial  buyers,  but  was  discarded  as  being  administratively 
infeasible  and  disruptive  of  the  site-sale-disposal  mtithod. 

To  the  best  of  our  knowledge  this  decision  was  made  without  any 
attempt  at  tiying  to  test  in  practice  at  representative  site  sales  whether 
the  principles  of  SO-24  in  terms  of  filling  the  orders  from  small 
business  first  could  be  carried  out. 

The  importance  of  site  sales  is  demonstra  ted  strikingly  by  the  War 
Assets  sales  schedule  for  October  of  1946.  The  total  value  of  site 
sales  and  sales  programs  scheduled  for  October  was  $1,200,000,000. 
Over  tlu-ee-quarters  of  the  total  value  of  surplus  property  offered  was 
represented  by  site  sales. 

In  spite  of  the  obvious  failure  of  War  Assets  to  carry  out  through 
procedural  instructions  their  own  small  business  regulations  on  con- 
sumer goods  and  on  producer  goods,  the  House  Small  Business 
Committee  has  never  received  any  communication  suggesting  that 
SO-24  and  Regulation  21  be  withdrawn.  It  is  suggested  that  either 
War  Assets  carry  out  fully  the  provisions  of  these  small  business 
regulations  or  the  regulations  be  amended  so  that  the  public  is  not 
misled  as  to  their  true  significance. 

At  this  point  it  might  be  well  to  quote  from  a telegram  from  W ar 
Assets  headquarters  to  all  zone  administrators  and  regional  directors: 

September  21,  1946. 

y The  purpose  of  this  instruction  is  to  reaffirm  the  War  Assets  Administration 
policies  with  respect  to;  (a)  Assistance  to  small  business  in  accordance  with  the 
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various  provisions  of  the  act  pertaining  thereto;  (b)  the  achievement  of  wide  and 
equitable  distribution;  and  (c)  the  promotion  of  sales  to  normal  channels  of  trade. 
These  policies  have  been  a part  of  our  regulations  for  many  months.  They  are 
specifically  set  forth  in  Regulation  21  and  in  Special  Order  24.  Rather  wide- 
spread evidence  indicates  that  these  objectives  are  not  being  achieved  and  that 
the  broad  policies  and  directions  of  these  regulations  are  not  being  respected. 

Even  though  this  telegram  makes  it  very  clear  that  SO-24  and  Regu- 
lation 21  are  not  being  adequately  carried  out,  this  same  telegram  does 
not  even  mention:  (1)  How'  orders  from  small  retailers  and  from  the 
wholesalers  w'ho  serve  them  are  to  ho  filled  first  on  (a)  program  sales, 
(b)  site  sales;  how  the  orders  from  small  manufacturers  for  scarce 
production  equipment  and  materials  are  to  be  filled  first. 

The  War  Assets  telegram  instead  places  the  emphasis  on  the  need  for 
estal)lishing  maximum  quantity  limits  and  for  making  sure  that  there 
is  no  bidding  i)v  persons  claiming  wdiolesaler  discounts. 

PERFORMANCE  FOLLOW-UP 

The  committee  asked  War  Assets  w'hat  means  they  had  for  determin- 
ing the  adequacy  and  effectiveness  of  their  efforts  to  dispose  of  surplus 
property  in  such  a w ay  as  to  discourage  monopolistic  practices  and  to 
strengthen  the  competitive  position  of  small  business. 

They  answ'ered  that  their  efforts  in  these  connections  are  “under 
cou-stant  scrutiny  and  analysis,  both  in  Washington  and  the  regional 
offices.”  They  indicate  that  “numerous  studies  of  sales  have  been 
and  are  being  made  to  determine  the  extent  of  small  business 
participation.” 

Committee  staff  members  havm  asked  in  a number  of  cases  for  copies 
of  such  studies,  but  none  has  ever  been  forthcoming. 


STATUTORY  AUTHORITY 

War  Assets  Administration  w^as  asked  whether  there  w'cre  any 
deficiencies  in  the  statutes  which  were  not  permitting  them  to  dispose 
of  surplus  property  in  such  a w'ay  as  to  discourage  monopolistic 
practices  or  to  carry  out  the  small  business  provisions  of  the  act. 

“no  proposals  to  make  at  this  time 
with  regard  to  the  amendment  of  the  Surplus  Property  i^ct  to  provide 
further  authoritv  to  counteract  monopolistic  actions  or  to  promote  the 
interests  of  small  business.” 

Section  III-B,  Civilian  Production  Administration 

RESPONSIBILITY  FOR  PROVIDING  EQUITABLE  DISTRIBUTION  OF  SCARCE 

material  and  equipment  during  reconversion  period 

The  Civilian  Production  Administration  has  authority  under  the 
Second  War  Powers  Act,  which  is  due  to  expire  on  March  31,  1947, 
to  control  the  distribution  of  items  which  are  in  short  supply. 

The  Reconversion  Act  places  a responsibility  on  CPA  to  provide 
equitable  treatment  to  small  plants.  Section  204  (b)  of  the  act  states: 

Whenever  such  executive  agency  allocates  available  materials  for  the  pro- 
duction of  any  item  or  group  of  items  for  nonwar  use,  it  shall  make  available  a 
percentage  of  such  materials  for  the  exclusive  u.se  by  small  plants  for  the  pro- 
duction of  such  items  or  group  of  items.  * * * 
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It  will  be  noted  that  this  section  of  the  Reconversion  Act  deals 
specifically  with  the  treatment  to  be  accorded  small  plants  when 
materials  are  allocated.  The  act  is  not  specific  as  to  when  allocation 
controls  should  be  lifted.  Tlu-oughout  the  act  it  is  the  general  intent 
that  reconversion  should  be  handled  in  an  orderly  and  equitable 
manner. 

That  Congress  was  concerned  about  the  possible  effect  of  recon- 
version policies  is  clearly  indicated  in  section  205  of  this  act.  This 
section  provides  that  the  Attorney  General  must  submit  to  the 
Congress  reports  concerning  any  factors  which  may  “promote  undue 
concentration  of  economic  power.” 

The  committee  asked  CPA  for  comments  concerning  the  e.xtent  of 
its  responsibility  for  providing  equitable  distribution  of  scarce  mate- 
rials and  equipment  during  the  reconversion  period. 

CPA’s  answer  is  e.xpressed  in  one  paragraph;"® 

The  conclusion  was  reached  that  the  magnitude  an(i  complexity  of  the  task 
of  reconverting  our  economy  from  a Avartime  to  .i  peacetime  basis  was  so  great 
that  tlie  job  could  not  be  done  in  time  with  detailed  Government  controls.  It  was 
recognized  that  most  of  the  problems  would  have  'o  be  solved  through  the  efforts 
and  resourcefulness  of  industry  itself  and  that  no  unnecessary  regulations  should 
be  retained  which  might  impede  industry  in  carrying  out  its  part  of  the  program. 
It  was  also  recognized,  however,  that  for  certain  limited  purposes  the  priorities 
and  allocation  authority  would  be  required. 

Many  of  those  who  are  acquainted  with  the  War  Production  Board 
VE-day,  VJ-day  discussions  regarding  re<‘>onversion  will  recall  that 
the  argument  about  “the  magnitude  and  complexity  of  the  task  of 
reconverting  our  economy  from  a wartime  to  a peacetime  basis^’  was 
not  the  primary  issue  in  deciding  for  an  abrupt  removal  of  allocation 
controls  rather  than  a gradual  removal.  The  argument  most  often 
heard  at  that  time  was  that  there  was  no  need  for  controls  because 
“materials  would  be  running  out  of  our  ears.”  The  decision  to  lilt 
controls  abruptly  was  definitely  not  unanimous.  For  example,  the 
SWPC  representatives  on  the  reconversion  committee  argued  that 
the  decision  to  lift  the  basic  controls  entirely  should  be  made  on  the 
basis  of  experience,  not  estimates.  However,  those  who  favored  an 
abrupt  lifting  of  controls  prevailed.  The  WPB  Report  on  WPB 
Plans  for  VJ-day,  issued  August  16,  1945,  2 days  after  the  Japanese 
surrender,  points  out  the  considerations  on  which  the  decision  was 
made. 

Military  requirements  after  VJ-day  will  require  negligible  quantities  of  most 
materials,  and  of  most  of  the  components  that  have  been  critical  during  the 
two-front  war.  In  consequence,  most  materials  which  have  been  tight  because 
of  requirements  for  war  will  be  in  comfortable  supply  and  some  will  be  in  surplus 
supply.  On  the  over-all,  there  will  be  more  materials  available  for  civilian 
production  than  ever  before  in  our  history. 

There  will  be  enormous  stocks  of  idle  and  excess  materials  and  components  of 
all  kinds  in  the  hands  of  manufacturers,  whose  contracts  have  been  canceled  and 
who  cannot  use  those  particular  materials  for  their  normal  peacetime  production. 
Such  idle  apd  excess  stocks  constitute  a great  pool  of  resources  available  to 
industry  and  are  capable  of  relieving  or  minimizing  many  temporary  shortages 
during  these  early  difficult  months. 

Subsequent  events  have  not  justified  these  rosy  predictions.  As 
shortages  developed,  the  Civilian  Production  Administration,  having 
sloughed  off  its  controls,  eliminated  its  field  organization,  and  lost 
many  of  its  best  people,  bas  obviously  been  in  a poorer  position  to 

38  See  report  from  the  Civilian  Production  Administration,  pt.  VI. 
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cope  adequately  with  the  materials  shortages.  CPA  admits  in  its 
own  reply  that  “small  business  is  in  a weaker  situation  to  withstand 
the  artificial  strains  of  reconversion  and  must,  therefore,  have  special 
consideration  if  it  is  to  be  maintained.”  CPA  therefore  recognizes 
that  the  post- VJ-day  shortages  necessarily  work  a relatively  greater 
hardship  on  small  business  than  on  big  business.  The  real  issue, 
therefore,  turns  on  how  far  the  CPA  is  obligated  to  alleviate  this 
relative  disadvantage. 

CPA  makes  the  point  that  the  Judiciary  Committees  of  both  Houses 
of  Congress  clearly  e.xpressed  their  intention  that  CPA  should  relax 
controls  wherever  possible  and  reinstitute  controls  only  under  the 
most  compelling  circumstances.  They  consider  this,  in  effect,  to 
constitute  approval  of  their  reconversion  policies. 

“minimum  economic  r.-^te”  priority  assistance 

When  the  Civilian  Production  Administration  removed  most  of 
ihi'ir  allocation  controls  around  VJ-day,  the  products  which  had 
lu'i-etofore  been  under  specific  allocation  control  became  subject  to 
a gt'ueral  priorities  regulation  known  as  PR-28.  PR-28  was  tlie 

“bottleneck-breaking”  regulation.  A plant  whose  operations  were 
tied  up  because  it  could  not  obtain  a component  or  some  bottleneck 
itiun  could  apply  to  CPA  for  priorities  assistance  to  obtain  enough  of 
the  bottleneck  item  to  enable  the  plant  to  operate  at  a minimum 
economic  rate.  J his  assistance  was  liberalizc'd  for  small  plants  to 
the  extent  that  a small  plant  was  not  restricted  to  assistance  on  only 
bottleneck  items,  but  was  eligible  to  obtain  enough  assistance  to 
operate  at  a minimum  economic  rate.  A minimum  economic  rate  was 
generally  defined  as  being  the  rate  of  operation  necessary  to  keep  the 
jilant  from  losing  money.  A small  plant  was  defined  as  one  employing 
250  workers  or  less.  It  was  estimated  that  plants  in  this  size  group 
accounted  for  approximately  one-third  of  the  total  industrial  output. 

CPA,  in  describing  the  operation  of  PR-28,  makes  the  statement 
that— 

under  these  policies  we  have  been  able  to  relieve  the  impact  of  reconversion 
shortages  so  that  in  general  small  firms  have  not  been  forced  out  of  business  be- 
cause of  material  shortages. 

It  should  be  noted  that  the  emphasis  here  is  on  keeping  small  plants 
from  being  forced  out  of  business.  These  plants  mav,  as  a result  of 
reconversion  shortages,  be  beaten  down  to  a point  where  they  are 
unable  to  operate  at  even  a minimum  economic  rate  and  CPA  will 
come  to  their  assistance  with  a CC  rating.  While  the  efect  of  CPA's 
action  is  to  keep  these  plants  from  closing  their  doors,  the  broader  implica- 
tion is  to  allow  a situation  to  exist  which  makes  for  further  concentration 
of  economic  power. 

CPA  makes  it  very  clear  that  they  do  not  consider  it  appropriate  to 
go  beyond  this  minimum  assistance^  to  small  business. 

CIRCUMSTANCES  UNDER  WHICH  CPA  ALLOCATES  THE  ENTIRE  SUPPLY  OF 

AN  ITEM 

Where  CPA  allocates  the  entire  supply  of  an  item  it  is  bound, 
under  the  provisions  of  section  204|(b)  of  the  Reconversion  Act,  to 
allocate  an  equitable  share  to  small  plants.  Therefore,  the  circum- 
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stances  under  which  CPA  decides  to  keep  an  item  under  allocation  is 

of  very  gi-eat  importance. 

Their  answer  states  that — 

in  general,  we  maintain  complete  allocation  of  a material  only  ^i’^ere  the  deman 
for  sVieh  material  is  so  high  that  most  or  all  of  the  supply  is  required  for  the  mim- 
mum  needs  of  essential  industries,  and  where,  although  some  excess  may  remain 
for  less  essential  uses,  the  supply  available  after  nieetmg  essential  requirements 
so  small  that  it  could  not  be  feasibly  riistributed  in  a free  market. 

They  list  the  items  over  which  they  e.xercise  complete  control  in 
the  sense  of  determining  how  much  each  eligible  user  shall  obtain 
As  can  be  seen  from  their  answer,  this  list  is  very  small.  VI  ha  ts 
most  significant  jor  the  purpose  of  our  investigation  is  that  considerations 
concerning  the  effect  on  concentration  do  not  appear  to  have  any  suh- 
stantive  weight  in  determining  whether  an  item  in  short  supply  is  to  be 

allocated. 

CIRCUMSTANCES  UNDER  WHICH  CPA  CHANNELS  ONLY  PART  OP  THE 

SUPPLY  OF  SCARCE  ITEMS 

The  committee  next  asked  CPA— 

T^ndpr  what  circumstances  do  vou  consider  the  CPA  justified  in  channeling, 
in  connection  with  short-supply  Items,  only  part  designa  e 

uses  or  users,  leaving  all  others  to  compete  for  the  limited  supply. 

CPA  leplied  that — 

Where  a material  is  in  short  supply,  we  ^^^y  allocate  a portion  supply 

to  uses  * * * and  let  the  remaind<;r  flow  in  a iree  market,  v^e  ao 

thirwherfii  our  judgment  the  remainder  is  adeiiuate  to  generally  meet  the  mm  - 
mum  reauirements  of  less-essential  consumers  under  free-market  conditions,  even 
though  iiiadequate  to  supply  them  with  all  they  might  be  able  to  consum  . 

There  are  really  two  types  of  products  in  this  category:  (a)  Those 
on  which  small  plants  may  obtain  “minimum  economic  rate  assist- 
ance” when  they  cannot  obtain  even  mmimum  needs  m the  iiee 
Zrket/’  and  (b)  those  on  which  this  “mmimum  economic  rate 

^^The^CiviliL^^roduction  Administration  has  withdrawn  even  the 
minimum  economic  rate  assistance  to  small  business  m the  last  cate- 
^oryTh^re  they  say  “the  supply  of  unallocated  balance  ^ f «« 

to  the  minimum  rate  required  by  consumers  and  any  attempt  to 
support  minimum  economic  rate  would  result  m complete  allocatio  . 
The  items  in  this  group  as  of  October  3 appea.r  in  the  third  group  i 
Mr  Small’s  letter  of  that  date.  Even  this  list  is  not  complete  in 
that  it  does  not  include  so-called  specialized  production  equipment 
covered'by  paragraph  (f)  (3)  of  PR-28  (brick-making  machinery, 

iiiulorv’^rouncl  coa/1-m.iiiing  niflcliincr^^y  etc.).  i ,i  • t a i * i 

Moreover,  efforts  are  regularly  being  made  to 
means  in  effect,  withdrawing  minimum  assistance  to  small  busmtss 
It  s very  important  to  note  that  shortly  after  \ J-day  ^ere  ™ no 
nroduets  in  this  category.  However,  ot  lU  mpply  UgMemd  CP.U 
fechnique  was  not  to  adopt  more  stringent  controls  m ordei  to  pro\  u 
tCuv  to  the  small  businesses  that  might  be  e.xpected  to  have  greater 
difricliltv  in  obtaining  a fair  share.  Their  answer  was  to  « « 

Tssislance  to  a dew  ve^  special  uses  or  users  and  leave  everybody  else  to 

SCTdTYlblB  foT  the  TSTTldi'diTlQ  SUppIy-  , a'  ^ I't 

This  practice  is  illustrated  by  CPA’s  statement  in  Direction  1/ 
PR-28: 
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The  shortage  of  plastic  molding  powder,  plastic  molding  compounds,  and  syn- 
tlietic  resins  has  become  so  severe  that  many  consumers  will  not  be  able  to  obtain 
sufficient  materials  to  maintain  minimum  economic  rates  of  operation.  For  this 
reason,  the  Civilian  Production  Administration  will  not  be  able  to  offer  assistance 
to  manufacturers  to  support  minimum  economic  rates  of  production.  Conse- 
quently, the  Civilian  Production  Administration  will  not  grant  a CC  rating  for 
plastic  molding  powder,  plastic  molding  compounds,  or  synthetic  resins  except  in 
cases  of  emergency  under  the  special  provisions  of  paragraph  (h)  and  (i)  of  the 
regulation,  or  for  critical  products  under  paragraph  (e). 

The  Civilian  Production  Administration  makes  a statement  that 
even  in  those  cases  where  they  have  withdravTi  the  minimum  assist- 
ance heretofore  available  to  small  business  they  “stand  ready  under 
the  provisions  of  paragraph  (h)  of  PR-28  * * * to  give  assist- 

ance where  failure  to  obtain  an  item  would  result  in  exceptional  and 
unreasonable  hardship.”  In  practice,  this  kind  of  assistance  has 
turned  out  to  be  pretty  thin.  The  House  Small  Business  Committee 
has  had  experience  with  a few  such  cases. 

In  tlie  first  place,  it  is  extremely  difficult  to  prove  unusual  or 
exceptional  hardship  because  the  applicant  must  prove  that  his  hard- 
ship is  not  suffered  generally  by  others  in  a similar  position.  For 
this  section  of  PR-28  to  have  any  substantial  significaace  the  small- 
plant  applicant  would  have  to  be  possessed  of  a great  deal  of  knowl- 
edge concerning  the  position  of  his  large  competitors  which  he  simply 
does  not  have.  Our  committee  had  experience  with  “unusual  hard- 
ship cases”  while  PR-28  assistance  on  steel  was  suspended.  When 
these  cases  were  presented  to  CPA  their  answer  was  that  the  position 
of  the  applicant  was  no  different  from  that  of  thousands  of  other  small 
plants.  The  CPA  did  not  discu.ss  in  their  answer  to  us  whether  the 
ajiplicant  was  being  treated  as  well  as  the  large  and  favored  cus- 
tomers of  the  steel  mills. 

SMALL  PLANTS  NEED  STEEL,  TOO 

The  supply  and  distribution  of  steel  is  obviously  of  crucial  impor- 
tance to  thousands  of  small  plants  during  reconversion.  CPA’s 
handling  of  the  problem  illustrates  very  clearl}"  their  attitude  on  the 
question  of  responsibility  for  providing  equitable  treatment  to  small 
business  durmg  the  period  of  reconversion  shortages. 

The  CMP  allocation  controls  governing  the  distribution  of  steel 
were  abandoned  on  September  30,  1945,  on  the  basis  of  steel  being  so 
plentiful  that  it  would  be  only  the  rare  small  plant  which  could  not 
obtain  a “fair  share”  of  steel.  Therefore,  the  PR-28  mmimum 
economic  rate  provision  was  considered  to  be  a fair  way  of  taking  care 
of  the  unusual  situation  where  a company  had  not  been  able  to  estab- 
lish sources  of  supply. 

From  September  30,  1945,  to  January  20,  1946,  steel  was  not 
exactly  plentiful.  At  midnight,  January  20,  1946,  when  the  steel 
strike  started,  CPA  withdrew  all  priorities  assistance. 

With  the  settlement  of  the  steel  strike,  CPA  refused  to  reinstitute 
ev(>n  minimum  economic  rate  assistance  to  small  plants  on  the  basis 
that  to  give  small  plants  this  assistance  would  require  them  to  rein- 
stitute  full  allocation  over  the  distribution  of  steel.  Instead  they 
issued  a policy  statement  on  February  16,  1946,  urging  that  producers 
and  distributors  of  steel  take  care  of  their  customers  on  an  equitable 
basis.  (See  House  Small  Business  Committee  letter  of  February 
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18,  CPA  reply  of  March  4,  and  House  Small  Business  Committee 

reply  of  March  6,  1946.)  i -i 

The  impending  coal  strike,  and  then  the  existence  of  the  coal  strike 

stiffened  CPA’s  resistance  to  reinstituting  PR-28  on  steel.  (See 
House  Small  Business  Committee  letter  of  April  8,  CPA  reply  of 
April  12,  and  House  Small  Business  Committee  reply  of  June  1.) 

On  June  11,  1946,  a meeting  took  place  between  representatives 
of  the  Civilian  Production  Administration,  the  House  and  Senate 
Small  Business  Commit tei's,  and  of  the  Commerce  Department  Oftice 
of  Small  Business.  It  was  agreed  tliat  the  CPA  hands-off  policy 
toward  assisting  small  plants  would  be  modified  and  as  soon  as  steel 
ingot  production  reached  85  percent  capacity  the  standard  provisions 
of  PR-28  would  again  be  made  to  apply  to  steel.  Mr.  Small  at  the 
June  11  meeting  estimated  that  6 to  8 more  weeks  would  be  rerpiired 
for  steel  ingot  production  to  reach  85  percent.  (See  C^PA  letter  of 
June  14  and  House  Small  Business  Committee  reply  of  June  20.)'*° 

On  July  1 the  House  Small  Business  Committee  wrote  to  CPA 
pointing  out  that  “for  the  past  2 w(>eks  of  record  steel  production  has 
been  85  percent  or  better”  and  request('d  that  the  standard  provisions 
of  PR-28  be  reinstituted. 

CPA  replied  on  July  10  that  they,  too,  were  pleased  to  note  “the 
rather  remarkable  recovery  that  the  steel  industry  has  niade  since 
the  end  of  the  coal  and  transportation  strikes.”  They  indicated  that 
they  wished  to  postpone  the  decision  on  carrying  out  their  original 
commitment  to  restore  PR-28  as  soon  as  steel  production  reached 
85  percent  until  they  had  an  opportunity  to  meet  with  the  steel 

industry  advisory  committee  on  July  18. 

Unlike  most  advisory^  committee  meetings,  there  were  no  published 
summaries  of  the  deliberations  at  this  meeting.  After  the  meeting 
with  the  steel  industry  on  July  18,  CPA  officials  indicated  verbally  to 
members  of  the  House  Small  Business  (Mmmittee  staff  that  they 
would  restore  priorities  assistance  to  small  plants,  but  would  post- 
pone the  effective  date  to  cover  deliveries  after  October  1.  (See 
House  Small  Business  Committee  letter  of  July  30  and  CPA  reply  of 
Aiisfust  9 } 

With  tile  issuance  of  Direction  18  on  August  6 business  was  olficiallv 
notified  that  they  could  apply  for  special  priorities  assistance  on  steel 
deliveries  beginning;  after  October  1,  According  to  CPA  figures, 
1,342  applications  were  received  from  August  6 through  October  2. 
Almost  all  of  the  first  700  applications  received  were  denied  with  the 
following  letter.: 


Civilian  Production  Administration, 

Washington  25^  D.  C. 

Dear  Sir:  There  is  attached  your  CPA-541A  application  which  we  are  closing 

wifihout  action  as  far  as  St ’el  and  iron  casting  items  are  concerned. 

The  total  rated  steel  tonnage  for  the  fourth  quarter  will  not  be  so  laige  that  it 
should  in  most  cases  prevent  your  obtaining  an  equitable  share  of  steel  production. 
The  steel  indi*strv  has  assured  CPA  that  they  will  continue  their  %oluntar\  quota 
plan,  giving  a fair  and  equitable  distribution  of  the  steel  available  after  filling 

rated  orders. 

Under  these  conditions,  and  since  CC  ratings  under  direction  18  have  now  Ix^en 
issued  bv  CPA,  it  is  expected  that  normally  your  supplier  will  now  be  able  to 
establish  fourth-quarter  delivery  schedules.  Therefore,  since  you  should  he  able 
to  obtain  steel  without  priority  assistance,  your  application  is  being  closed  with 
respect  to  these  items. 


30  See  pt.  VI. 
See  pt.  VI. 
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Further  consideration  under  priorities  regulation  28  may  given  in  those  few 
cases  where  suppliers  are  unable  to  make  delivery  promises  against  the  unrated 
steel  available. 

•Verv  trulv  yours. 

Civilian  Production  Administration, 

By  J.  Joseph  Whelan, 

Recording  Secretary. 

The  complote  record  submitted  to  our  eommittee  for  the  period 
August  6 through  October  2 shows  the  following: 


Total  cases  received 1,  342 

Pending 217 

Approvals 347 

Denials 778 


(See  CPA  letter  of  October  14  to  Hon.  Estes  Kefauver.)^- 

The  CPA  letter  of  October  14  suggests  that  their  action  in  denying 
the  first  700  applications  tluw  received  was  fully  justified.  If  should 
be  noted  Ibat  the  CPA  denial  letter  (Form  CPAi-3561)  justified  the 
action  on  the  basis  lliat  “since  you  should  be  aide  to  obtain  steel 
without  priorities  assistance,  your  application  is  being  closed.” 

This  is  a strange  statement  in  view  oj  the  CPA  jwoposal  circvlated  on 
September  19  to  withdravj  minimvm  economic  rate  assistance  to  small 
business  and  irieran  cases.  The  reason  given  is  that— 

during  the  fourth  quart(‘r  of  1946  most  consumers  of  iron  castings  and  steel  siiould 
be  aide  to  obtain  sufficient  quantities  to  continue  their  operations,  although  in 
many  instances  it  will  not  be  possible  to  obtain  enough  steel  to  operate  at  a mini- 
mum economic  rate. 

This  newest  CPA  proposal  has  been  withdrawn,  at  least  for  the 
prest'nt,  because  of  the  protests  of  the  Commerce  Department  Office 
of  Small  Business. 

THE  EXTENT  TO  WHICH  CONCENTRATION  OF  INDUSTRY  HAS  BEEN 
FURTHEUED  OR  LESSENED  BECAUSE  OF  CPA  POLICIES 

CPA  replies  in  answer  to  a question  on  this  point  that  they  had  no 
precise  information  as  to  the  effect  of  their  actions  on  concentration. 
They  state  that  their — ■ 

4/ 

Imsic  ranting  policy  has  tended  to  preserve  the  position  of  small  business  in  tliose 
industrial  areas  where  a tendency  for  concentration  is  apjiarent. 

\Miat  they  do  not  indicate  is  that  even  where  they  have  sustained 
minimum  rates  of  production  it  has  only  tended  to  make  a position 
more  tenable  than  it  would  otherwise  have  been.  By  no  means  can 
it  be  claimed  that  it  promdes  equity  or  preserves  a competitive  position. 

They  suggest  that  their  low-cost-clothing  programs,  in  which  a 
small  number  of  small  plants  have  participated,  has  saved  many 
small  plants  from  being  snutfed  out  of  existence  because  of  the  efl'ects 
of  recent  integration  and  concentration  in  the  textile  industries. 
This  is  probably  true,  but  it  is  interesting  to  note  in  this  connection 
that  while  textiles  have  been  extremely  critical,  only  part  of  the  supply 
was  allocated  under  these  low-cost-clothing  programs  and  companies 
with  particularly  good  “connections”  were  able  to  obtain  part  of  the 
unallocated,  or  so-called  free,  supply  in  addition  to  the  quantities 
passed  out  by  CPA  under  the  programs. 

« See  pt.  VI. 
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SUGGESTIONS  FOR  A GOVERNMENT  PROGRAM  WHICH  WOULD  PREVENT 
FURTHER  CONCENTRATION  OF  ECONOMIC  POWER 

In  answer  to  the  committee’s  request  for  suggestions  on  this  point, 
Mr.  Small  replied: 

I do  not  feel  that  this  is  the  appropriate  agency  for  developing  such  suggestions, 
nor  do  I believe  it  was  the  intent  of  either  the  Congress  or  the  President  that  the 
powers  granted  CPA  be  used  except  to  expedite  orderly  reconversion. 

This  answer  makes  it  very  clear  that  the  agency  given  the  responsi- 
bility for  promoting  an  orderly  economic  transition  from  war  to  peace 
is  prepared  to  make  sure  that  small  plants  receive  an  equitable  share 
only  in  those  few  cases  where  the  supply  of  an  item  is  allocated. 
Concentration  may  proceed  apace  in  the  lest  of  the  economy,  but 
CPA’s  comment  is  that  it  is  not  an  “appropriate  agency”  for  consider- 
ation of  this  problem. 

Section  IV.  Attitude  of  Business,  Labor,  Agricultural  and 
Veteran  Groups  Toward  Economic  Concentration 

With  the  cancellation  of  the  proposed  pulilic  hearings  on  economic 
concentration  by  the  monopoly  subcommittee,  it  was  realized  that  it 
would  be  very  desirable  to  canvass  the  opinion  of  groups  representing 
business,  labor,  agricultural,  and  other  important  segments  of  the 
economy.  Therefore,  on  October  17,  1946,  a letter  was  sent  to  40 
associations  and  groups.  These  groups  were  asked  for  a written  state- 
ment which  would  include  specific  information  concerning  the  follow- 
ing points: 

(1)  Your  views  on  the  extent  and  present  seriousness  of  con- 
centration of  economic  power. 

(2)  What,  if  any,  official  stand  has  bi^en  taken  by  your  organi- 
zation concerning  monopoly  and  concentration. 

(3)  What  action,  if  any,  has  been  take.n  by  your  group  concern- 
ing this  problem. 

The  number  canvassed  and  the  number  of  replies  received  as  of 
November  22  are  shown  below: 
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Major  business  organiza- 
tions-   

Small  business  associa- 
tions  


Letters 
sent » 

Replies  re- 
ceived up 
to  Novem- 
ber 22 

Letters 
sent  * 

Replies  re- 
ceived up 
to  Novem- 
ber 22 

Labor  unions 

2 

1 

5 

*2 

Farm  organizations 

2 

1 

Veterans  organizations 

5 

2 

24 

6 

Others 

3 

1 

I The  organizations  to  which  letters  were  sent  were  the  following: 


Major  business  organizations: 

American  Bankers  Association, 

American  Retail  Federation. 

National  Association  of  Manufacturers. 

National  Association  of  Wholesalers. 

United  States  Chamber  of  Commerce. 

Small  business  associations: 

American  Association  of  Small  Business,  New  Orleans,  La. 

American  Association  of  Small  Business,  Washington,  D.  G. 

American  Business  Congress.  New  York  City. 

American  Institute  of  Small  Business,  Philadelphia,  Pa. 

Better  Business  Bureau  of  Peoria,  Inc.  (Illinois). 

Business  Men’s  Committee,  Harmony,  Minn. 

Conference  of  American  Small  Business  Organizations,  Chicago,  HI. 

Federation  of  Business  Men’s  Association,  Washington,  D.  C. 

Greater  Cleveland  Council,  Smaller  Business  of  America,  Inc.  (Ohio). 

Indei>endent  Bankers  Association,  Portland,  Oreg. 

Independent  Bankers  Association,  Sauk  Center,  Minn. 

Independent  Business  Men’s  Association  of  Iowa  (Esther ville). 

Little  Businessmen's  League  of  America,  Chicago,  111. 

Logan  Business  Association,  Philadelphia,  Pa. 

National  Alliance  of  Small  Business.  Washington,  D.  C. 

National  Federation  of  Small  Business.  San  Mateo,  Calif.,  and  Chicago,  111. 

National  Small  Business  Men's  Association,  Akron,  Ohio. 

New  Council  of  Ameiican  Business,  Inc.,  Washington,  D.  C. 

Smaller  Business  Association  of  New'  England,  Somerville,  Mass. 

Smaller  Business  Association  of  New  England,  Inc.,  Boston,  Mass. 

Smaller  Manufacturers’  Council  of  Pittsburgh. 

United  Business  Men’s  Association.  Philadelphia,  Pa. 

West  Richmond  Business  Men’s  Association  (Virginia). 

Youngstown  Business  Men’s  Association  (Ohio). 

Labor  unions: 

American  Federation  of  Labor. 

Congress  of  Industrial  Organizations. 

Farm  organizations: 

American  Farm  Bureau  Federation. 

Farmers  Union. 

VeterartS  organizations: 

American  Legion. 

American  Veterans  Committee,  Inc. 

American  Veterans  of  World  War  II. 

Disabled  American  Veterans. 

Veterans  of  Foreign  Wars  of  the  United  States. 

Others: 

Cooperative  League,  U.  S.  A. 

Nationa*  Cooperative  Council, 

Nationd  League  of  Women  V^oters. 

All  answ’ers  are  reprinted  in  pt.  VII. 

> A letter  was  sent  to  the  National  Association  of  Wholesalers.  No  reply  was  received  from  this  organiza- 
tion as  such,  but  one  of  its  member  associations,  the  National  Association  of  Tobacco  Distributors,  replied 
on  its  own  behalf. 
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MAJOR  BUSINESS  ORGANIZATIONS 

The  statement  from  the  National  Association  of  Manufacturers 
points  up  a very  important  difference  between  those  who  are  concerned 
about  restraints  of  trade  and  economic  concentration,  and  those  wlio 
are  concerned  only  about  restraints  of  trade.  The  NAM  in  its  reply 
to  our  specific  question  on  their  views  as  to  the  extent  and  seriousness 
of  concentration  makes  the  following  observation: 

What  iis  it,  then,  which  goes  under  the  name  “monopoly”  which  is  contrary  to 
public  welfare?  It  is  conspiracy  in  restraint  of  trade,  using  the  term  “conspiracy” 
to  include  all  contracts  and  combinations  entered  into  for  the  purpose  of  restrain- 
ing trade.  Such  conspiracies,  as  will  be  explained  later  in  this  discussion,  may 
arise  in  any  of  several  ways  and  may  take  any  of  several  forms.  The  objective 
in  all  cases,  however,  is  the  same.  This  is  to  enable  the  conspirators  so  to  control 
the  sui^ply  of  a particular  good  or  service  that  they  can  fix  a price  which  will  yield 
them  the  largest  net  profit.  A price  fixed  at  such  a point  always  has  been  known 
as  a monopoly  price,  and  that  probably  is  the  principal  reason  for  the  wide- 
spread confusion  between  conspiracies  in  restraint  of  trade  and  monopolies,  and 
the  common  failure  to  recognize  that  the  so-called  monopoly  problem  has  its 
economic  and  social  significance  in  conspiracies  in  restraint  of  trade.  If  we  are  to 
solve  the  monopoly  problem,  therefore,  it  is  with  these  conspiracies  that  we  must 
deal.  If  all  such  cons])iracies  can  be  eliminated  and  our  economic  system  kept 
free  of  them,  there  will  be  no  monopoly  problem.  There  will  be  no  monopoly 
problem  because,  although  we  will  still  have  man\  monopolies  based  upon  patents, 
copyrights,  and  special  franchises,  we  will  have  no  monopolies  based  upon  con- 
spiracies, and  it  is  only  the  latter  which  are  contrary  to  public  welfare. 

The  contrary  point  of  view  can  be  found  in  the  court  decision 
involving  the  Alcoa  case: 

True,  it  might  have  been  thought  adequate  to  condemn  only  those  monopolies 
which  could  not  show  that  they  had  exercised  the  highest  possible  ingenuity,  had 
adopted  every  possible  economy,  had  anticipated  every  conceivable  improvement, 
stimulated  every  possible  demand.  No  doubt,  tiiat  would  be  oue  way  of  dealing 
with  the  matter,  although  it  would  imply  constant  scrutiny  and  constant  supervision 
such  as  courts  are  unable  to  provide.  [Italics  supplied.]  * * * Be  that  as  it 

mav,  that  was  not  the  way  that  Congress  chose;  it  did  not  condone  “good  trusts” 
and  condemn  “bad”;  it  forbade  all. 

Where  a few  large  companies  dominate  an  industry  there  are  so 
many  ways  to  “stabilize  competition”  that  antitrust  enforcement,  if 
confined  to  action  against  specific  restrjiints,  would  necessarily  he 
hopelessly  outpaced.  The  e.xistence  of  preponderant  economic  power 
in  an  industry  is  oftentimes  enough  to  keep  new  companies  from  daring 
to  enter  the  industry  and  to  keep  the  little  companies  in  the  industry 
from  becoming  “overlv  ambitious.”  "Where  such  circumstances 
exist,  it  hardly  seems  possible  to  restore  effective  competition  until 
the  preponderant  economic  power  is  reduced  and  there  are  more 
competing  companies  of  more  nearly  comjiarable  size. 

According  to  the  Justice  Department  report,  the  recent  Supreme 
Court  decision  on  the  tobacco  case  makes  it  clear  that  the  power  plus 
the  intent  to  exclude  competitors  is  illegal,  even  though  the  power  hasf 
never  been  erercised. 

The  statement  from  the  United  States  Chamber  of  Commerce  shows 
that  it,  too,  is  concerned  almost  exclusively  with  the  elimination  of 
unfair  competitive  practices.  It  points  out  that  it  endoi'ses  the  trade 
practice  conference  program  of  the  Federal  Trade  Commission  and 
has  sought  to  promote,  through  its  owm  k»cal  chambers  of  commerce, 
higher  standards  of  business  conduct. 

The  elimination  of  unfair  and  restrictive  practices  is  unquestionahlv 
of  great  importance.  Whether  these  efforts  alo  le,  without  a constant 
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and  effective  drive  to  reduce  concentration,  are  sufficient  to  preserve 
the  competitive  enterprise  economy  would  seem  to  be  the  basic  issue 

SMALL  BUSINESS  ASSOCIATIONS 

The  Independent  Bankers  Association  of  Sauk  Center,  Minn., 
stressed  in  particular  that  “centralization  of  banking  lias  been  aided 
and  abetted  by  the  centralization  of  other  types  of  business.” 

They  w^ere  also  concerned  about  the  social  and  political  results  of 
increased  concentration: 

If  the  economic  power  of  the  Nation  continues  to  be  centralized  we  will  develop 
a form  of  corporate  feudalism  that  will  be  destructive  of  the  very  roots  of  our 
democracy.  The  trend  is  truly  alarming,  and  if  it  is  notchccked  we  w ill  awaken 
someday  to  the  fact  that  our  so-called  free-enterprise  system  does  not  apply  to  the 
small  businessman,  but  that  it  is  a free  enterprise  between  corporate  giants. 

The  National  Federation  of  Small  Business,  Inc.  fSan  Mateo,  Calif., 
and  Chicago,  111.)  also  stressed  economic  concentration  as  a threat  to 
domoci-acv. 

The  New  Council  of  American  Business  presented  some  of  the  kev 
facts  developed  by  the  TXEC  and  the  SWPC  reports  concerning  the 
extent  of  concentration.  They  indicated  that  they  considered  the 
followimr  to  be  particularly  dangerous: 

(ll  Political  influence  exercised  by  monopoly  groups. 

(2)  Monopoly  control  has  affected  our  ecoiioniv  * * * ;„  ;tfj  restriction 

of  economic  opportunities  for  the  Nation  * * '*  retarded  our  technological 

development  by  maintaining  artiflciallv  liigh  prices  and  bv  suppressing  new  in- 
ventions through  their  abuse  of  patents.  * * * prc\knted  a competitive 

balanced  industrial  economy  from  developing  in  the  South  and  in  the  West 
* * * prolonged  and  aggravated  the  dcpre.ssion  by  maintaining  their  prices 

at  arlifically  higli  levels. 

(3)  By  using  its  financial  power  to  frustrate  the  economic  advancement  of  the 
underdeveloped  regions  in  the  w'orld,  monopoly  is  threatening  the  foundations 
of  world  peaoe. 

The  New  Council  urged — 

where  monopoly  is  in  the  public  interest  or  is  inherent  in  the  industry  that  it 
must  be  subjected  to  public  control,  ^^'hcre  monopolv  is  not  in  the  public  in- 
terest or  is  not  inherent  in  the  industry  that  it  must  be  destroyed. 

A series  of  specific  recommendations  covering  implementation  of 
existing  statutes  and  additional  legislation  were  made. 

The  chairman  of  the  American  Institute  of  Smaller  Business  (Phila- 
delphia, Pa.)  pointed  out  that  he  had  not  had  an  opportunity  to  poll 
his  members  as  to  an  official  position,  but  he  expressed  his  belief  that 
the  members  w'ere  much  more  concerned  about  concentrated  powder  in 

tlie  hands  of  government  and  labor  than  concentration  in  business 
itself. 

The  Smaller  Manufacturers  Council  (Pittsburgh,  Pa.)  expressed 
concern  about  concentration,  but  pointed  out  that  no  official  stand 
had  been  taken  by  their  organization  and  that  “no  definite  action 
has  been  taken  by  our  group  although  our  committee  is  working  with 
Government  agencies  and  presents  our  problems  aggressively  and 
thoroughly  when  the  opportunities  permit.” 

It  is  noteworthy  that  not  one  of  these  associations  reported  to  the 
committee  a record  of  action  taken  over  a period  of  years  to  prevent 
economic  concentration,  although  some  of  them  took  official  positions 
against  concentration  in  their  statements  to  the  committee. 
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LABOR  UNIONS 

The  CIO  presented  many  of  the  key  facts  developed  by  previous 
investigations  and  recommended  the  following  specific  program; 

1.  More  effective  enforcement  of  our  antitrust  laws. 

2.  Financial  and  technical  assistance  for  small  business,  including  aid  in 
scientific  research. 

3.  Elimination  of  cartels  from  the  Nation  and  international  scene. 

4.  Universal  use  of  patent  rights. 

FARM  ORGANIZA.TIONS 

The  American  Farm  Bureau  enclosed  copies  of  their  resolutions  con- 
cerning antitrust  matters  adopted  at  their  annual  meetings.  There 
was  no  information  furnished  as  to  specific  action  they  had  taken 
beyond  this  toward  preventing  concentration. 

veterans’  ORGANIZATIONS 

The  Disabled  American  Veterans  stated  that  they  believed  they 
could  not  take  any  official  position  inasmuch  as  their  "members  repre- 
sented every  shade  of  opinion  on  the  subject. 

The  American  Veterans  Committee  took  a strong  stand  against 
economic  concentration  and  pointed  to  their  resolutions  passed  at 
their  recent  convention,  but  did  not  furnish  the  committee  with  any 
information  concerning  action  taken  biiyoud  these  resolutions. 

OTHER  REPLIES 

The  League  of  Women  Voters  in  a statement  to  the  committee  did 
not  express  any  views  on  the  extent  or  seriousness  of  concentration. 
They  indicated  that  they  had  taken  an  official  position  in  opposition 
to  restrictive  business  practices.  They  did  not  report  on  any  specific 
action  taken  toward  the  prevention  of  concentration. 

Summary 

The  most  significant  point,  however,  about  the  answers  submitted 
was  that  although  several  expressed  official  concern,  none  of  the 
organizations  furnished  the  committeii  with  evidence  of  consistent 
action  taken  over  a period  of  years  directed  toward  reducing  economic 
concentration. 

By  means  of  a press  release,  notification  was  given  to  all  other  groups 
and  individuals  that  their  comments  and  suggestions  would  be  w'el- 
come.  The  more  significant  of  the  replies  which  w'ere  received  are  re- 
printed in  part  VII. 
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EXTENT  OF  ECONOMIC  CONCENTRATION 

Consisting  of  a condensation  of  major  economic 
studies  on  the  increase  toward  centralized  control 
of  American  industry  for  the  years  1909  to  1946 
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PART  III 

EXTENT  OF  ECONOMIC  CONCENTRATION 

Section  I.  Character  and  Scope  of  Basic  Studies  Into 

Concentration 

There  have  been  three  major  investigations  into  the  problem  of 
economic  concentration  in  the  United  States  and  its  imphcations  in 
recent  years.  The  first  of  these  was  the  comprehensive  analysis  of 
concentration  of  economic  power  made  by  the  Temporary  National 
Economic  Committee.  The  second  was  the  investigation  conducted 
by  the  House  Judiciary  Committee  in  1945  on  the  problem  of  amending 
sections  7 and  11  of  the  Clayton  Act  in  order  to  close  loopholes  in  the 
existing  laws  pertaining  to  corporate  mergers  and  acquisitions  which 
tended  to  reduce  competition  in  the  American  economy.  The  most 
recent  investigation  was  contained  in  a document  entitled  “Economic 
Concentration  and  World  War  II”  prepared  by  the  Smaller  War 
Plants  Corporation  and  released  for  distribution  in  June  1946. 

The  TNEC  made,  as  is  well  knowm,  a major  investigation  into  the 
operation  of  the  American  economy.  A series  of  hearings  was  held 
and  testimony  was  received  from  many  of  the  leading  industrialists, 
economists.  Government  officials,  and  other  representatives  of  Ameri- 
can life.  A number  of  monographs  were  also  prepared  on  various 
subjects  of  interest  to  the  committee.  This  investigation,  in  effect, 
summarized  the  character  of  the  economy  as  it  stood  just  prior  to  the 
outlireak  of  World  War  II. 

The  hearings  before  the  House  Judiciary  Committee  had  a more 
restricted  interest  in  that  they  were  an  attempt  to  bring  together 
information  on  the  loopholes  in  the  Clayton  Act,  one  of  the  major 
governmental  antimonopoly  statutes.  In  these  hearings  extensive 
ca,se  histories  were  presented  by  members  of  the  Federal  Trade  Com- 
mission showdng  numerous  instances  of  mergers  and  acquisitions  which 
have  been  put  into  force  since  the  passage  of  the  Clayton  Act,  many  of 
which  have  resulted  in  a serious  limitation  of  competition.  The 
Federal  Trade  Commission  contends  it  has  been  unable  to  function 
properly  under  the  law  since  it  has  jurisdiction,  according  to  court 
decisions,  only  over  acquisitions  of  stock  and  not  over  acquisitions  of 
assets. 

Economic  Concentration  and  World  War  II  was  a report  prepared 
by  the  Smaller  War  Plants  Corporation.  It  brings  up  to  date  the 
studies  of  the  TNEC  and  presents  the  facts  on  economic  concentration 
taking  place  in  World  War  II.  The  report  dealt  with  concentration 
of  economic  power  in  manufacturing,  since  that  was  the  area  in  which 
the  greatest  wartime  changes  occurred.  It  examined  the  effects  on 
the  economy  of  distribution  of  war  contracts,  the  construction  of  war 
facilities,  and  the  role  of  small  business  in  the  war  economy.  It 
presented  information  on  the  status  of  economic  concentration,  indus- 
try by  industry,  and  indicated  the  structural  changes  that  occurred 
during  the  war  and  their  probable  effects  on  the  postwar  economy. 

91 


9 


92 


ECONOMIC  CONCENTRATION  AND  MONOPOLY 


In  the  folloAving  pages  certain  of  the  highlights  brought  out  by  these 
three  investigations  are  briefly  summarized.  The  full  documentation 
for  statements  of  fact  are  to  be  found  in  the  investigations  themselves, 
and  have  not  been  repeated  here.^ 

Section  II.  The  Case  Against  Monopoly 

Concentration  is  the  very  antithesis  of  the  free-enterprise  system. 
It  is  a fundamental  principle  in  America  that  the  public  interest  is 
best  servecl  by  the  maintenance  of  competition  and  the  prevention  of 
the  evils  of  monopoly. 

Economic  concentration  leads  inevitably  to  the  elimination  of  small 
business,  the  disappearance  of  competition,  the  fixing  of  prices,  the 
restriction  of  production,  and  the  creation  of  unemployment.  It 
causes  an  uneconomic  allocation  of  productive  resources  and  prevents 
the  full  utilization  of  productive  capacity.  It  obstructs  adjustment 
to  economic  change  and  contributes  to  general  industrial  instability. 
Concentration  blocks  the  possibility  of  improving  the  standard  of 
living  by  failing  fully  to  develop  technological  innovations.  It  at- 
tempts to  control  and  limit  technical  experimentation  and  to  withhold 
the  benefits  of  increased  production  from  workers  and  consumers, 
thus  aggravating  inequalities  m the  distribution  of  income.  Finally, 
concentration  of  economic  power  emerges  into  concentration  of  politi- 
cal power,  with  the  result  that  small  groups  of  powerful  interests 
control  the  State  and  National  political  life.  Industrial  (toncentration 
thus  inevitably  comes  to  be  paralleled  by  the  concentration  of  political 
power  in  the  hands  of  a small  but  powerful  minority. 

Symptomatic  of  these  evils  of  coiicent ration  are  exaniples  of  the 
inflexibility  of  prices  in  concentrated  industries,  the  deliberate  dete- 
rioration of  quality  standards,  and  the  withholding  of  technological 
advances  from  public  use. 


MONOPOLY  MEANS  HIGH  PRICES COMPETITION  MEANS  LOW  PRICES 


A statistical  study  of  37  census  industries  made  by  the  National 
Resources  Committee  revealed  that  “the  dominant  factor  in  making 
for  depression  insensitivitv  of  prices  is  the  administrative  control  over 
prices  which  results  from  the  relatively  small  number  of  concerns 
dominating  particular  markets.”  ^ A few  cases  of  price  changes  during 
the  depression  from  1929  to  1932  illustrate  the  point. 

Only  slight  price  declines  occurred  in  concentrated  industries; 

‘ Single  producers  controlled  all  the  output  of  nickel  and  alumi- 
num. Nickel  prices  remained  unchanged,  while  aluminum  de- 
clined 4 percent.  „ , , , . j-  ir 

Two  producers  in  each  field  contrc»llod  tlie  inarkots  lor  suliiir, 

plate  glass,  and  bananas.  Sulfur  prices  showed  no  change. 
Plate-glass  prices  decreased  5 percent,  while  banana  prices 

dropped  only  2 percent.  . 

Three  top  producers  controlled  automobile  production  and  tlie 
potash  market.  Auto  prices  fell  21  percent.  Potash  prices  fell 

onlv  9 percent. 


1 In  manv  instances  pa.ssages  have  been  taken  verbatim  froi.i  these  studies  and  'n  particular  from  ^ 
6WPC  report,  Economic  Concentration  and  World  War  II.  Again  the  reader  is  referred  back  to  the  ong  na 

dr»f*nTTif»Tits  for  the  comDlete  story  and  documentation.  . — * ^ i jo 

^ ! National  Resources  Committee,  June  1939:  The  Structure  of  the  American  Economy,  pt.  1,  p.  143. 
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One  company  produced  about  41  percent  of  the  agricultural 
implements  and  the  largest  four  producers  produced  72  percent; 
prices  declined  only  15  percent. 

On  the  other  hand,  price  declines  during  the  depression  were  much 
sharper  in  nonconcentrated  industries: 

Lumber,  where  the  largest  four  producers  account  for  only  5 
percent  of  the  output,  prices  fell  36  percent. 

In  cotton  textiles,  where  the  top  four  concerns  produced  8 
percent  of  the  total,  prices  declined  42  percent. 

Wheat  and  corn,  highly  competitive  fields  with  thousands  of 
independent  producers,  experienced  price  declines  of  56  percent 
and  66  percent,  respectively. 

Of  even  greater  significance  to  economic  welfare  than  the  flexibility 
of  prices  during  depressions  is  the  extent  to  which,  over  an  extended 
period  of  tune,  the  benefits  of  technological  improvements  are  passed 
along  to  consumers  in  the  form  of  lower  prices.  Data  compiled  for 
the  TNEC  clearly  indicate  that  price  reductions  are  not  extensively 
used  in  concentrated  industries  as  a means  of  increasing  Output  to 
compensate  for  decrease  in  unit  labor  requirements,  whereas  in  non- 
concentrated industries  price  decreases  tended  to  parallel  reductions 
in  unit  labor  requirements.® 

In  each  of  six  concentrated  industries  (non  and  steel,  nonferrous 
metals,  cement,  motor  vehicles,  cigarettes,  and  electric  light  and 
power),  prices  failed  to  decrease  from  1920  to  1936  by  as  great  an 
extent  as  unit  labor  requirements  were  reduced.  On  the  other  hand, 
in  nonconcentrated  industries  (cotton  goods,  woolen  and  worsted 
goods,  and  furniture),  prices  fell  more  than  unit  labor  requirements. 
From  1929  to  1936,  prices  generally  fell  less  than  unit  labor  require- 
ments (except  in  nonferrous  metal  and  furniture),  but  the  price  de- 
creases were  most  marked  in  nonconcentrated  industries. 

CONCENTRATION  GREATLY  MAGNIFIED  BY  INTERNATIONAL  CARTELS 

Industrial  concentration  and  monopoly  in  this  country  have  de- 
veloped into  international  cartels,  or  world-wide  trusts,  combines, 
and  monopolies.  These  cartels  have  established  private  treaties — 
without  Government  participation — between  domestic  and  foreign 
monopoly  groups  to  fix  prices,  divide  market  territories,  and  fields  of 
production. 

Cartels  contributed  seriously  to  our  industrial  unpreparedness  for 
war  by  restricting  the  production  and  distribution  of  such  vital  prod- 
ucts as  magnesium,  zinc,  rubber,  aviation  gasoline,  beryllium,  tita- 
nium, electrical  equipment,  plastics,  dyestuffs,  machine  tools,  fuels, 
■ communication  equipment,  and  many  other  products.  The  conse- 
quences of  cartels  on  the  national  welfare  have  been  summed  up  by 
Wendell  Berge,  Assistant  Attorney  General,  as  follows:  ^ 

In  peacetime,  their  high-price,  restricted  output  strategy  has  impeded  the 
advance  of  our  living  standards  and  general  economic  vvell-Vwing.  Through  the 
abuse  of  our  patent  sy.stem,  cartel  controls  have  been  established  over  large 
segments  of  technology.  With  this  leverage,  industrial  monopolie.s  of  inter- 
national compass  have  at  times  deliberately  brought  about  the  deterioration  of 
quality  standards.  When  it  might  be  to  their  advantage  in  maintaining  or  ex- 

3 TXEC  Monograph  No.  22,  Technology  in  Our  Economy. 

< Wendell  Berge,  Cartels:  Challenge  to  a Free  World,  1944,  p.  3. 
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ploiting  their  monopoly  position,  they  have  udulterated  their  products  to  an 
extent  and  in  a manner  endangering  the  health,  and  even  the  lives,  of  consumers. 
Almost  incredible  as  these  assertions  may  be,  they  are  not  subject  to  contradic- 
tion— the  incontrovertible  facts  are  clearly  set  forth  in  congressional  investigations 
and  in  the  evidence  in  antitrust  cases  of  the  Department  of  Justice. 

Specific  examples  of  these  restrictive  practices,  as  charged  by  the 
Antitrust  Di\asion  of  the  Department  of  Justice  before  congressional 
committees,  are  as  follows;  ^ 

1.  Flashlight  bulbs:  General  Electric  reduced  the  life  of  lamp  bulbs 
and  discouraged  bulb  testing  by  purchasers. 

2.  Fluorescent  lamps;  General  Electric,  Westinghouse,  and  the 
public  utilities  delayed  the  introduction  of  fluorescent  lamps  and 
sought  to  prevent  their  use  on  any  basis  that  would  reduce  consump- 
tion of  electricity. 

3.  Synthetic  rubber:  In  1938,  Standard  Oil  of  New  Jersey  gave 
I.  G.  Farbenindustrie  (Germany)  full  information  about  its  butyl- 
rubber  process,  but  failed  to  gain  in  return  technical  information 
about  I.  G.  Farben’s  buna  process  until  1940.  Standard  blocked 
development  of  synthetic  rubber  in  United  States  by  suppressing 
development  of  butyl— best  of  the  synthetics,  cheaper  than  natural 
rubber,  and  superior  to  natural  rubber  for  inner  tubes.  Intimidated 
rubber  companies  from  developing  other  synthetics  by  threatening  to 
undersell  them. 

4.  100-octane  gasoline:  Standard  Oil,  under  cartel  agreement  with 
I.  G.  Farben,  blocked  commercial  development  of  100-octane  gasoline 
in  United  States  and  withheld  technical  information  from  Armv  Air 
Corps. 

5.  Military  optical  glass;  By  cartel  agreement  between  Bausch  & 
Lomb  (Rochester)  and  Carl  Zeiss  (Jena,  Germany)  heads  of  the 
Bausch  & Lomb  department  responsible  for  militaiy  research  were  to 
be  appointed  only  with  the  agi-eement  of  the  Zeiss  firm. 

6.  Spectacles:  Bausch  & Lomb  maintained  artificially  high  prices  on 
spectacles  by  controlling  patents  and  by  withholding  supplies  from 
concerns  attempting  to  reduce  prices. 

7.  Plexiglass  (airplane  windshielding  and  dental  plates):  Rohm  and 
Haas  Co.  (Philadelphia),  E.  I.  du  Pont  de  Nemours,  Inc.  (United 
States),  Imperial  Chemical  Industries,  Ltd.  (Great  Britain),  I.  G. 
Farbenindustrie  (Germany) , and  Rohm  & Haas  (Germany)  established 
a cartel  by  utilizing  secr<‘t  patent  pools  and  cross-licenses  providing  for 
restrictions  on  production,  price  fixing,  and  elimination  of  potential 
competitors.  The  product  was  sold  1o  commercial  moldors  for 
industrial  uses  for  85  cents  a pound,  while  the  very  same  product  cost 
dental  laboratories  and  dentists  $45  a pound. 

8.  Tungsten  carbide  (for  edges  of  cutting  tools):  Control  of  patents 
by  General  Electric  Co.  and  Krupp  Co.  (Germany)  kept  prices  at 
exorbitant  levels  in  the  United  States — $453  as  compared  to  $50  in 
Germany  with  result  that  United  States  industry  lost  valuable 
“know-how.” 

9.  Magnesium:  As  a result  of  arrangements  between  I.  G.  Farben, 
Dow  Chemical,  and  Aliuninum  Corporation  of  America,  magnesium 
production  was  restricted  in  United  States,  with  the  result  that  in  1940 
the  United  States  produced  5,680  tons,  while  Germany  produced  more 
than  19,000  tons. 

* Cf.  Wendell  Berge.  op.  dt.:  Scientific  and  Technical  Mobilization,  hearings  before  a subcommittee 
of  the  Committee  on  Military  Affairs,  U.  S.  Senate,  7Sth  Cong..  S.  Res.  107,  pts.  1,  5,  6,  9,  and  10, 1943;  and 
Joseph  Borkin  and  Charles  A.  Welsh,  Germany's  Master  Plan,  New  York,  1943. 
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10.  Dyestuffs:  The  du  Pont  research  laboratories  developed  a pig- 
ment which  can  be  utilized  either  in  paints  or  a dye  for  textiles.  The 
du  Pont  company  attempted  in  various  ways  to  add  contaminants 
to  the  pigment  to  limit  its  use  to  the  paint  and  finishing  field  so  as  not 
to  disturb  the  price  structure  of  textile  dyestuffs. 

11.  Vitamin  D:  Monopoly  control  is  exercised  through  patents  held 

and  licensed  by  the  Wisconsin  Alumni  Research  Foundation.  The 
Mititrust  Division  of  the  Department  of  Justice  charges  the  Founda- 
tion with  “creating  a domestic  monopoly  resulting  in  division  of  fields, 
price  Rxing,  control  of  container  size,  and  limitation  of  potency  of 
vitamin  products  as  a result  of  which  the  public  has  been  chargetl 
excessive  ami  arbitrarily  high  prices  * * * (it)  considered  plans 

to  denature  and  adulterate  vitamin  D preparations  in  order  to  main- 
tain high  prices  (and)  * * * exhibited  a lack  of  interest  in 

research  unless  a commercial  advantage  could  be  obtained  * * 

12.  bynthetic  hormones:  Alore  than  half  of  the  s^'nthetic  hormone 
business  in  the  United  States  has  been  handled  by  four  companies, 
each  of  Avhich  is  a subsidiary  or  affiliate  of  a European  company. 
The  European  companies  belong  to  a hormone  cartel  which  has  con- 
trolled the  hormone  business  abroad  and  in  the  United  States.  This 
cartel  has  seriously  hampered  research  in  the  field,  has  parceled  out 
markets,  and  restricted  production. 

13.  Quebracho  e.xtract  (for  tanning  of  leather):  Production  and 
sale  of  the  material  controlled  by  a monopolv  pool,  or  cartel,  which 
has  curtailed  quantity  shipped  to  United  States  and  raised  prices  out 
of  proportion  to  costs. 

14.  Titanium  twhite  pigment  for  pamts,  rubber  products,  glass, 
paper,  enamel,  and  other  materials):  lias  been  controlled  by  a cartel 
including  three  American  corporations.  National  Lead,  E.  I."du  Pont, 
and  Titan  Co.  Inc.  It  set  exorbitant  prices,  restricted  use,  and 
bribed  potential  competitors  to  keep  them  out  of  the  business. 

The  magnitude  of  the  superconcentration  brought  about  tlirough 
international  cartel  agreements  can  be  readily  appreciated  when  it  is 
understood  that,  through  this  mechanism,  many  of  the  largest  Ameri- 
can corporations  have  effectively  combined  not  only  to  parcel  out 
foreign  trade  areas  but  also  to  regulate  the  ebb  and  flow  of  com- 
modities within  the  Plnited  States.  For  example,  two  of  the  biggest 
companies  in  the  United  States— du  Pont  and  Standard  Oil  of  New 
Jersey  were  linke(l  with  the  chemical  monopoly  in  England  and  the 
chemical  monopoly  in  Germany,  and  thus  with  each  other.  Two  other 
giant  corporations  Dow  Chemical  and  Alcoa — dominating  competing 
metals,  magnesium  and  aluminum,  effectively  side-stepped  competi- 
tion with  each  other  through  cartel  agreements  with  I.  G.  Farben. 

Section  III.  Long-Term  Growth  of  Concentration 

Of  the  eight  great  corporations  that  almost  completely  monopolized 
their  respective  industries  near  the  turn  of  the  century— -the  Ameiican 
Can  Co.,  the  American  Sugar  Refining  Co.,  the  American  Tobacco 
Co.,  the  Com  Products  Refining  Co.,  the  International  Harvester  Co 
the  National  Cash  Register  Co.,  the  Standard  Oil  Co.,  and  the  Unitec i 
Shoe  Machinery  Corp.— only  one,  the  United  Shoe  Machinery  Corp. 
now  retains  its  former  degree  of  monopoly  power.  Prosecution  under 
the  antitrust  laws  and  the  establishment  of  competing  enterprises 
have  compelled  the  others  to  relinquish  exclusive  control. 
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Except  for  these  instances,  however,  the  upward  trend  in  concen- 
tration continued  quite  unabated,  as  attested  by  the  following  facts: 

A As  early  as  1909  the  200  largest  nonfmancial  organizations 
owned  one-third  of  the  assets  (exclusive  of  intercorporate  securities) 
of  all  nonlinancial  corporations.  By  1929  they  controlled  48  percent, 
and  their  control  had  risen  to  55  percent  in  the  thirties, 

B.  The  largest  manufacturing  corporations — those  receiving  $o,000,- 
000  annual  net  income  and  over — in  1918  accounted  for  34.2  percent 
of  the  total  net  income  of  all  manufacturing  corporations,  in  1942 
thev  accounted  for  50.7  percent  of  the  total.  On  the  other  hand,  tlie 
smallest  income  recipients — those  with  annual  net  incomes  of  less 
than  $250,000— declined  from  23.4  percent  in  1918  to  11.6  percent 

in  1942.  . 1 • , rvnr> 

C In  1909  manufacturing  estalihshments  employing  1,000  or  more 

employees  accounted  foj-  15.1  percent  of  all  the  manufacturing  wage 

earners.  In  1939  this  group  accounted  for  22.4  percent  ol  the  total. 

D.  Giant  corporations  expanded  their  control  in  basic  industries: 

1.  The  big  three  automobile  producers  accounted  for  42  per- 
cent of  the  output  in  1909  and  over  90  percent  in  1938. 

2 The  four  largest  iron  and  steel  producers  owned  25  percent 
of  The  rolling  mill  capacity  in  1880  and  64  percent  in  1938. 

3 The  four  largest  copper  producers  controlled  76  percent  ol 
the  copper  mining  output  in  1880,  only  39  percent  m 1920,  Imt 

82  percent  in  1937.  . 

E Closely  paralleling  the  rise  in  imiiortance  of  the  giant  corpora- 
tions was  tlie  increasing  sphere  of  activity  encompassed  by  corporate 
organizations  themselves,  ^vith  a corresponding  increase  m absentee 
ownership  and  the  concentration  of  control  m the  hands  of  a small 
number  of  individuals.  By  1937  all  of  the  electric  light  and  powei, 
manufactured  gas,  and  communications  industries  were  under  cor- 
poration jurisdiction.  In  the  mining  field,  96  percent  of  the  activity 
was  handled  by  corporations,  while  92  percent  of  the  manufacturing 
business  89  percent  of  the  transportation,  and  84  percent  ol  the 
finance  was  handled  by  corporations.  The  only  area  where  corpora- 
tions were  responsible  for  less  than  one-third  of  the  activity  was  m 
agriculture,  where  they  accounted  for  only  7 percent  ol  the  total 

volume  of  business.  /n  r>no 

Prior  to  the  outbreak  of  World  War  II  only  10,000  persons  (0.008 

percent  of  the  population)  owned  one-fourth  and  75,000  persons  (0.06 
percent  of  the  population)  owned  one-half -of  all  the  corporate  stock 
in  the  countrv.  The  1,000  largest  dividend  recipients  received  10  4 
percent  of  the  dividends  while  61,000  persons  (0.047)  percent  of  the 
population)  received  one-half  of  the  dividends. 

At  the  same  time,  as  a result  of  various  intercorporate  ties  such  as 
stock  ownership,  interlocking  directorates,  common  alhhations  with 
investment  banks,  intangilde  personal  interrelationships,  and  other 
means,  control  of  approximately  29  pei'cent  of  all  nonfinancial  mid 
banking  assets  were  centralized  under  eight  huge  mterest-conti  ol 

F ^ \ccompanving  the.  increase  in  economic  power  of  the  large  cor- 
porations has  been  a sharp  decline  in  the  proportion  of  the  working 
population  which  have  their  own  businesses.  Self-employed  enter- 
prisers constituted  36.9  percent  of  the  gainful  workers  m 1880,  but 
only  18  8 percent  in  1939.  Of  most  importance  to  the  subject  ol 
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concentration  is  the  decline  in  the  relative  importance  of  the  inde- 
pendent businessman.  Nonfarm  business  enterprisers  declined  from 
8 percent  in  1880  to  6 percent  in  1939. 

ECONOMIC  CONCENTR.\TION  IN  WORLD  WAR  II 

A.  Ill  1939  manufacturing  businesses — those  employing  less  than 
500  cmjdoyees — accounted  for  51.7  percent  of  the  total  manufacturing 
employment.  By  1944  their  proportion  had  dropped  to  38.1  percent 
of  the  total.  In  summary,  the  relative  importance  of  small  business 
dropped  sharjdy  in  all  manufacturing  and  in  the  industries  which 
('xpaiuh'd  most  during  the  war.  In  the  nonwar  industries,  which 
inadt*  few  gains  during  the  war,  small  business,  generally  speaking, 
h(-ld  its  own.  Taking  manufacturing  as  a whole,  the  giants  expanded 
gn>atly,  while  other  firms,  especially  small  business,  suffered  a sub- 
stantial decline. 

B.  In  American  trade  and  industry  as  a whole,  in  1939  firms  with 
less  than  50  employees  accounted  for  34  percent  of  the  total  employ- 
ment. By  1943  the  share  of  these  small  firms  had  declined  to  25 
percent  of  the  total. 

C.  The  wartime  roll  of  the  top  100  corporations  is  summarized 
in  the  following  list  which  shows  the  extent  of  concentration: 

. Top  100  corpoTations 

rrimo  contracts:  {percent  of  total) 


Cuniuiative  (June  1940  September  1944) 07 

Active  (Sejitember  1944) 75 

Materials  (third  quarter,  1942  consumption): 

Carbon  steel 45 

Alloy  steel ' 70 

Aluminum _ 81 

Copper 79 

Copper-base  alloy I..”!  66 

War  facilities: 

Private^  1940-45 51 

Public  2 1940-45 ””  75 

Scientific  research  (1940-44):  68  corporations 66 


» Ufinked  by  their  cross  capital  assets  plus  their  public  facilities  operated. 

> Excludes  Government-operated  facilities. 

OUTLOOK  FOR  THE  FUTURE 

A.  One  of  the  outstanding:  characteristics  of  production  in  wartime 
is  an  increase  in  the  relative  importance  of  large  plants.  Small 
plants  become  larger,  large  plants  become  giants,  new  big  plants  are 
ailded,  and  the  average  size  of  plants  tends  to  increase  all  along  the 
line.  The  available  information  strongly  suggests  that  in  postwar  ■ 
years  the  importance  of  the  big  plants  declines  somewhat  from  the 
wartime  heights  but  does  not  fall  all  the  way  back  to  the  prewar 
levels.  Tims,  in  1909,  15  percent  of  employment  was  in  establish- 
ments with  1,000  or  more  wage  earners.  The  proportion  rose  to 
26  percent  in  1919  but  declined  only  to  22  percent  by  1939.  In  the 
metal-products  industries,  21  percent  of  the  employment  in  1909  was 
in  establishments  with  1,000  or  more  wage  earners.  The  proportion 
rose  to  40  percent  in  1919  and  declined  only  to  33  percent  in  1939. 
Vorld  War  II  brought  an  increase  in  the  proportion  of  employment 
in  the  metal-products  industries  in  establishments  of  1,000  or  more  to 
65  percent  of  the  total  in  1945. 
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B.  Production  improvements. — Most  of  the  wartime  technological 
improvements  were  developed  in  the  plants  of  big  business,  and  the 
major  part  of  these  can  readily  be  adapted  for  peacetime  output. 
Of  a sample  of  1,471  wartime  technological  developments  culled 
during  1942  and  1943  from  167  technical  periodicals,  it  has  been 
estimated  that  77  percent  clearly  can  be  used  in  the  postwar  period. 

C.  Scientific  research. — The  few  big  corporations  which  received 
during  the  war  years  more  money  from  the  Federal  Government  for 
scientific  research  and  development  than  the  entire  Nation  spent  on 
such  research  in  prewar  years  can  certainly  be  expected  to  apply 
many  of  the  findings  of  this  scientific  research  to  peacetime  produc- 
tion. There  is  only  the  narrowest  of  gaps  between  scientific  knowl- 
edge developed  in  wartime  and  the  application  of  that  knowledge  to 
peacetime  production.  Wartime  scientific  developments  which  have 
no  peacetime  uses  are  few  and  far  between. 

D.  Advertising. — During  the  war  many  large  firms  were  able  to 
keep  their  company  names,  their  trade-marks,  or  their  brand  names 
before  the  public  eye  by  means  of  expensive  advertising  campaigns. 
Much  of  this  was  of  the  so-called  institutional  type  in  which  the 
firm  identified  itself  with  the  war  effort.  Furthermore,  much  of  it 
was  ultimately  paid  for  by  the  Federal  Government,  the  advertising 
campaigns  being  charged  as  an  expense  before  taxes,  thereby  reducing 
the  corporation’s  tax  payments. 

E.  Working  capital. — By  the  middle  of  1945,  the  63  largest  listed 
manufacturing  corporations  with  assets  of  over  $100,000,000  had 
increased  their  net  working  capital  to  8.4  billion  dollars,  more  than 
that  of  all  listed  manufacturing  corporations  in  1939,  and  at  the  end 
of  1945  they  held  an  estimated  total  of  nearly  10  billion  dollars  of 
higlily  liquid  net  working  capital. 

With  this  10  billion  dollars,  these  63  giants  could  increase  their 
power  in  a multitude  of  ways.  They  could  launch  sales  and  advertis- 
ing campaigns  on  a scale  never  before  contemplated.  They  could 
expand  forward  by  obtaining  sales  outlets,  backward  by  obtaining 
sources  of  materials,  and  horizontally  by  entering  into  the  production 
of  a wide  variety  of  auxiliary  or  different  products.  With  this  capital 
they  could  purchase  all  of  the  usable  Government-owned  facilities 
at  their  option  price,  or  they  could  purchase  the  assets  of  71,700 
smaller  manufacturing  corporations  with  assets  of  less  than  $3,000,000 
each,  which  represent  94  percent  of  the  total  number  of  manufacturing 
corporations  in  the  United  States.  Large  firms  are,  in  fact,  now 
using  their  wartime  financial  gains  to  buy  up  small  firms,  as  is  indi- 
cated by  the  current  sharp  increase  in  mergers  and  acquisitions. 

F.  Facilities. — The  effect  of  the  war  on  economic  concentration 
will  probably  hinge  more  on  the  disposition  and  use  of  the  war-built 
facilities  than  on  anything  else.  Insofar  as  the  privately  financed 
facilities  are  concerned,  concentration  will  undoubtedly  be  increased, 
since  the  bulk  of  these  facilities  w&s  acquired  by  big  business.  Fur- 
thermore, a considerable  portion  of  the  Government-owned  facilities 
will  inevitably  be  acquired  by  big  business,  since  they  are  scrambled 
in  with  their  existing  plant  and  equipment  and  cannot  possibly  be 
operated  by  any  other  firms.  In  many  cases  these  scrambled  facilities 
nicely  roimd  out  their  capacity  for  peacetime  production. 

G.  Post  VJ-day  merger  movement. — That  big  business  actually  will 
use  its  war-increased  strength,  especially  its  liquid  funds,  to  improve 


ECONOMIC  CONCENTRATION  AND  MONOPOLY 


99 


its  position  and  power  over  prewar  levels  is  strongly  suggested  by 
the  slijup  rise  in  mergers  and  acquisitions  which  has  occurred  since 
the  end  of  World  War  II.  The  rate  of  mergers  and  acquisitions  in 
inanufacturing  was  higher  in  the  fourth  quarter  of  1945  than  at  any 
time  in  the  previous  decade  and  a half,  and  the  activity  has  continued 
at  a high  rate  through  the  first  9 months  of  1946. 

Historically,  economic  concentration  in  peacetime  has  tended  to 
increase  with  greatest  rapidity  in  periods  when  mergers  and  acquisi- 
tions have  occurred  on  a widespread  scale.  The  activity  of  big 
business  in  absorbing  other  firms  is  both  a means  by  which  concen- 
tration is  increased  and  a reflection  of  the  expansive  temperament  of 
the  big-business  community. 

Section  IV.  Postwar  Status  of  Economic  Concentration 

PRODUCTS  CONTROLLED  BY  VERY  FEW  FIRMS 

« 

Some  of  the  most  extreme  examples  of  the  concentration  of  produc- 
tion in  one,  two,  or  three  companies  are  shown  in  tables  I,  II,  and  III 
on  the  following  pages.  These  figures  represent  approximately  the 
position  of  these  companies  at  the  conclusion  of  World  War  II. 
Although  some  of  the  figures  (as  indicated)  were  compiled  prior  to  the 
war,  they  still  indicate  the  approximate  position  of  the  leading  com- 
panies. Other  figures  refer  to  the  years  1944  and  1945,  and  are  thus 
the  most  recent  available  data. 

In  addition  to  the  above  there  are  data  available  for  the  year  1937 
indicating  products  produced  under  extremely  high  concentration 
conditions.  These  show  the  percentage  of  total  output  concentrated 
in  the  largest  four  producers  for  commodities  for  which  the  value  of 
production  exceeded  $10,000,000  annually.  These  commodities 
are  listed  in  table  IV. 

In  the  absence  of  a census  of  manufacturers  since  the  year  1939  it  is 
impossible  to  determine  precisely  changes  in  this  concentration  pic- 
ture that  may  have  occurred  in  the  intervening  years.  It  should  be 
noted,  however,  that  among  these  products,  in  the  c^se  of  no  less  than 
41,  production  was  so  centralized  that  publication  of  the  figures 
showing  the  percentage  that  the  largest  four  companies  produced  w'as 
impossible,  for  fear  of  disclosing  The  approximate  output  of  each  of- 
the  leading  companies. 

Not  only  do  these  products  show  a high  degree  of  concentration  in 
the  hands  of  the  four  largest  producers,  but  in  many  cases  only  a very 
few  companies  actually  participated  in  the  production  of  these 
products.  F'or  example,  there  were  only  four  producers  manufactur- 
ing inlaid  linoleum  and  watt-hour  meters,  alternating  current. 

There  were  only  five  companies  manufacturing  steel  rails;  car  and 
locomotive  wheels,  rolled  and  forged;  lead  oxides,  litharge;  and  beer 
cans. 

Six  companies  were  responsible  for  the  country’s  output  of  com  and 
other  sirups,  and  axles,  rolled  and  forged. 

Seven  manufacturers  turned  out  all  of  the  com  sugar  and  oxides, 
other. 

Eight  firms  produced  all  of  the  asbestos  shingles;  standard  type- 
writere;  tin  cans,  vent-hole  top;  machine-made  tumblers,  goblets, 
and  barware;  steel — pierced  billets,  rounds,  and  blanks  lor  seamless 
pipes  and  tubes ; electric  household  ranges,  2 }i  kilowatts  or  over. 
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All  told,  there  were  121  products  in  1937  each  of  which  was  valued 
at  more  than  $10,000,000  in  which  more  than  75  percent  of  the  output 
was  manufactured  by  four  firms.  In  addition  to  these  there  were 
many  products  with  a smaller  output  value  which  were  likewise 
highly  concentrated.  For  manufacturing  as  a whole  about  one-third 
of  the  total  value  of  products  were  produced  under  conditions  where 
the  largest  four  producers  of  each  individual  product  turned  out  from 
75  to  100  percent  of  the  United  States  production  of  those  products. 


Table  I. — 1 company 


Product  Percent 

Fire  extinguishing  apparatus  and 

supplies ^ 85 

Still  film  for  amateurs ^ 85 

Taper  bearings ^ 80 

Cinema  positive  film * 75 

Canned  soup ^66 

Cinema  negative  film ^ 65 

Fruit  jars ^60 

Ball  bearings ^ 60 

Incandescent  lamps  (large) 2 59 

Farm  machinery — binders 2 55 

Biscuits  and  crackers ^ 55 

Tin  cans ^55 

Christmas  tree  lamps * 54 

Primary  aluminum 2 50 

Incandescent  lamps  (miniature,  ex- 
cluding Christmas  tree  lamps ^ 50 

Towels ^ 50 

Sewing  machines M9 

Automobile  passenger  cars ^ 45 

Gasoline ^45 

Synthetic  fibers  (rayon,  etc.)^ 2 44 

Farm  machinery — tractors M3 

Copper  mining 2 41 

Corn  products MO 

Industrial  alcohol MO 

Trucks ^ 40 

Heavy  alkali ^ 40 

Soap MO 

Asbestos ^40 

Lead  mining 2 39 

Electric  ranges M9 

> Prewar. 

*1944-455 

War-built  capacityi 


Product  Percent 

Copper  refining 2 37 

Agricultural  machinery  (all  types 

combined) M7 

Steel  ingots 2 35 

Electrical  water  heaters * 35 

Rubber  tires 2 33 

Cheese ’33 

Dyestuffs ’ 30 

Electrical  steel 227 

Electron  tubes 2 27 

Cigarettes 2 26 

Synthetic  rubber  (Copolymer  ca- 
pacity : Private  firms  operating 

Government-owned  facilities) 2 24 

Flour  milling ’23 

Electric  flatirons ’ 22 

Drugs  and  medicines * 22 

Electric  fans ’ 21 

Chlorine ’21 

Condensec  and  evaporated  milk * 20 

Meat  packing ’20 

Domestic  vacuum  cleaners ’ 20 

Distilled  liquors ’ 18 

Canned  fruits Mo 

Grocery  retailing ’ 14 

Portland  cement ’ 14 

Domestic  washing  machines ’ 13 

Wines  (storage  capacity) 2 i\ 

Butter ’ 8 

Bread  baking ’ 7 

Canned  vegetables ’5 

Beer ’5 
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Table  II. — £ companies 


Product  Percent 

Taper  bearings ’98 

Synthetic  nitrogen ’89 

Industrial  gases ’ 85 

Tin  cans ’ 84 

Locomotives ’ 80 

Primary  aluminum 2 73 

Incandescent  lamps  (large) ’ 78 

Sewing  machines ’ 78 

Ball  bearings ’ 71 

Automobile  passenger  cars ’ 71 

Milk  bottles ’ 70 

Trucks ’ 68 

^nthetic  fibers  (rayon,  etc.)* ’ 68 

Copper  refining 2 gg 

Incandescent  lamps  (miniature,  ex- 
cluding Christmas-tree  lamps)  ’ 66 

Copper  mining 2 55 

Tire  cord  fabric ’ 64 

Ophthalmic  lenses ’ 63 

Biscuits  and  crackers ’62 

Christmas-tree  lamps ’ 62 

Dyestuffs ’ 60 

Soap ’ 60 

1 Prewar. 

2 1944-45. 

* War-built  capacity. 


Product  Percent 

Rubber  tires 2 53 

Electric  ranges ’57 

Glass  containers ’ 56 

Agricultural  machinery  (all  types 

combined) ’ 56 

Electro  tnubes 2 57 

Electric  w ater  heaters ’ 51 

Beef  products ’ 47 

Cigarettes 2 47 

Synthetic  rubber  (copolymer  ca- 
pacity: Private  firms  operating 

Government-owmed  facilities) 2 45 

Steel  ingots 2 45 

Lead  mining 2 44 

1 Electric  fans ’ 3 

Electric  steel 2 35 

Chlorine * 34 

Drugs  and  medicines ’34 

Domestic  vacuum  cleaners ’ 34 

Electric  flatirons ’ 31 

Domestic  washing  machines ’24 

Portland  cement ’ 23 


Table  III. — 3 companies 


Product  Percent 

Taper  bearings ’ 99 

Snuff - 2 97 

Farm  machinery — binders ’ 92 

Primary  aluminum 2 91 

Household  cotton  thread 2 99 

Automobile  passenger  cars ’ 90 

Tin  cans ’ 88 

Rubber  refining 2 33 

Gypsum  board 2 37 

Cotton  gauze,  bandage,  adhesives, 

sponges,  pads,  etc 2 35 

Fruit  jars 2 35 

Sewing  machines ’ 84 

Trucks ’ 82 

Ball  bearings ’ 81 

Synthetic  fabrics  (rayon,  etc.)* ’ 81 

Copper  mining 2 39 

Explosives ’ 80 

Soap * 80 

Calcined  gypsum 2 79 

Rubber  tires ’ 77 

Farm  machinery — tractors ’ 76 

Ophthalmic  lenses,  frames  and 

mountings 2 75 

Window  glass 2 75 

Biscuits  and  crackers 2 74 

Dyestuffs ’ 70 

Cast  iron  enamelware  and  vitreous 

chinaw^are 2 79 

Electric  ranges ’69 

Electron  tubes 2 53 

1 Prewar. 

J 1944-45. 

» War-built  capacity. 


Product  Percen 


Synthetic  rubber  (copolymer  ca- 
pacity: Private  firms  operating 

Government -owned  facilities) 2 gg 

Cigarettes 2 gg 

Agricultural  machinery  (all  types 

combined) ’ 67 

Chemicals 2gg 

Cheese ’ 63 

Gasoline ’ 58 

Electric  water  heaters ’ 58 

Electric  fans ’ 51 

Steel  ingots 2 49 

Lead  mining 2 43 

Distilled  liquors ’ 48 

Domestic  vacuum  cleaners ’ 44 

Condensed  and  evaporated  milk ’ 44 

Electric  steel 2 43 

Meat  packing ’43 

Chlorine ’ 42 

Drugs  and  medicines ’ 41 

Electric  flatirons ’ 4U 

Flour  milling ’ 38 

Domestic  w'ashing  machines ’ 35 

Canned  fruits ’30 

Portland  cement ’ 29 

Wines  (storage  capacity) ’25 

Grocery  retailing * 22 

Butter ’ 21 

Bread  baking ’ 17 

Beer ’ 13 

Canned  vegetables ’ 13 
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Table  IV. — Products  valued  at  more  than  $10,000,000  each  in  whose  manufacture 
the  4 largest  producers  controlled  more  than  % of  the  total  output  in  19S7 


Product 


Inlaid  linoleum... 

Watt-hour  meters,  alternating  current T. 

Snuff 

Refrigerator  cabinets,  domestic. 

Asbestos  shingles 

Machine-finished  paper  containing  ground  wood I 

Coal  tar  products,  crudes * I... 

Refrigerating  systems,  complete  without  cabinets. ' 

Power  transformers,  501  kilowatts  and  over.. 'I 'll” 

Lithopone 

Hydrocarbon,  acetylene 

Tractors,  “all  purpose,”  wheel  type,  belt  horsepower  under  30,  steel  tires 

Plug  chewing  tobacco.. 

Oxygen 

Typewriters,  standard II”” 

Radio  receiving  tubes  for  replacement,  alternating  current,  glass  and  raetaillllllll” 

White  lead  in  oil,  pure.. 

Tractors,  “all  purpose,”  wheel  type,  belt  horsepower  30  and  over,  rubW  tires . ..IIII 

Aluminum-ware,  cast. 

Copper  plates  and  sheets II I.IIIIIIII 

Passenger  cars  and  chassis IIIIII” 

Corn  starch II.IIIIIIII 

Milk  bottles II. ..Ill” 

Metal  working  files  and  rasps.. IIIIIIIIII 

Tin  cans,  vent-hole  top.. I... I. II 

Cultivators,  2,  3,  and  4,  5,  and  6 tractor  drawn  or  mounted II 

Aluminum  ware,  stamped... 

Distributor  transformers,  H to  500  kilowatts I..I.. IIIIII 

Zinc  oxides,  Chinese  white  and  zinc  white ” 

Scrap  chewing  tobacco. I I 

Steam  turbines,  other  than  m^ine... I.. II 

Carburetor  engines,  motor  vehicle,  other  types. I 

Steel  strips  and  flats,  hot  rolled  for  cold  roiling I. ..II 

Tractors,  other  than  “all  purpose,”  30  and  over,  steel  and  rubber  tires I.IIII 

Window  glass. - 

Cigarettes 

Gypsum,  neat  plaster.  

Nickel  alloys,  plates  and  sheets I_I. 

A.  C.  synchronous  timing  motors,  1/20  horsepower  and  over,  under  1 horsepower  ca 

pacitor  type 

Steel,  rolled  blooms  and  billets  for  forging 

Adding  machines HI 

Rubber  arctics  and  gaiters 

Refined  sugar,  soft  or  brown 

Steel,  skelp 

Rubr  er -soled  canvas  shoes 

VVallboard  except  gypsum,  rigid,  cellular  fiber HH 

Muminum  ingots 

VTatches,  strike  anywhere. HH 

Wire  and  cable,  paper  insulated IHIIIIIIIIIIIIH 

l^ottcn  woven  chambrays  and  cheviots I 

Rubbers  and  footholds 

V5achine-made  tumblers,  goblets,  ana  barware. 

Batteries,  dry,  other  than  6-inch,  IJ^^-volt II 

Rayon  y&nis  by  denier;  100  (88-112)  

Vlotors,  direct  current,  1 horsepower  to  200  horsepower H 

Partially  refined  oil  sold  for  rerunning  II 

))omhmes,  harvester-thrasher,  6-foot  cut  and  wider I H 

?teel  plates,  universal 

3rass  and  bronze  tubing  and  pipe,  seamless HH.III 

Renting  and  cooking  apparatus,  kerosene  

Truck  and  bus  tires 

^'oal-tar  resins  derived  from  phenol,  and/or  cresol HH*.. 

Rayon  yams  by  denier,  300  (250-374)...^ HH IIHI, 

tadio  receiving  sets,  beyond  standard  broadcast,  socket  power,  ^5  to  $65 II 

Turkish  and  terry-woven  towels 

•mokirig  tobacco  

Tobacco  and  cheese  cloth 

dachine-glazed  Kraft  wTapping  paper,  other 

domestic  refrigerators,  6-foot  unuer  10-foot 

banned  meats.. H 

*assenger  car  tires 

* teel;  semifinished  rolled  blooms,  billets,  and  slag HIIIIH 

' *larrow-neck  packers*  ware 

} teel;  black,  for  trimming HI. I.IIII 

« iranuiated  sugar  . .. 

* Voolen  woven  goods,  other ; 

C.  synchronous  timing  motors;  horsepower  and  over,  under  1 horsepower, 
split  phase 


100.0 

100.0 

99.2 

98.6 

97.4 

96.4 

95.6 

95.4 

95.0 

94.6 

92.7 

92.0 

91.7 

91.4 

91.2 

91.2 
90.6 
90.6 

90.5 

90.5 
90.4 

89.2 

89.0 

89.2 

88.8 

88.6 

87.8 

87.8 
87.  .3 

87.3 

87.0 

86.0 

86.0 

85.4 

85.0 

84.8 

84.7 

84.3 

84.1 

83.8 

83.1 

82.9 
82.6 

82.2 
82.  1 
82.  I 

81.7 

81.5 

81.3 
81.0 

80.7 
80.  0 
80.0 

79.4 

79.4 

79.2 
79.  I 

79.0 

78.9 

7.8.8 

78.8 

78.7 

78.4 

78.0 

77.7 

77.5 

77.2 

76.9 

73.8 
7t5.5 
76  5 

76.5 

73.3 

73.0 

75.8 

75.6 
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Table  IV,  pToducts  valued  at  vxotc  thati  $10^000^000  each  iti  whose  iftauufaciuTe 

the  4 largest  producers  controlled  more  than  % of  the  total  output  in  1987 

Continued 


Product 

Number 
of  pro- 
ducers 

Percent 
produced 
by  the  4 
largest 

Passenger  car,  truck  and  bus  inner  tubes  . 

9e 

Cominercial  cars,  tnicks.  and  busses  .. 

RO 

to.  .> 

Thermostats 

Steel  rails 

/O  1 
f\\ 

Car  and  locomotive  wheels,  rolled  and  forged 

0 

(*\ 

Lead  oxides;  litharge 

\ ) 

Beer  cans... 

0 

V) 

(•) 

Com  and  other  sirups...  

0 

Axles,  rolled  and  forged 

0 

0) 

Com  sugar 

Oxides,  other 

(') 

Steel;  pierced  billets,  rounds,  and  blanks  for  f^eamless  pipes  and  tubes 

1 

8 

8 

Q 

(*) 

rA 

Electric  household  ranges,  kilowatts  or  over 

Steel;  sheet  and  tin  plate  . 

IjTpjtMn  ra>>ln  set?  or  wire  assemblies  for  internal  combustion  engines 

Q 

10 

(n 

Stamless  steel  plates  and  sheets 

Films,  except  X-rav.  - 

v) 

Sensitized  photographic  paper  . 

lU 

1 T 

(*) 

Paper;  ground  wood,  printing  . 

(v 

Beer  bottles 

11 

12 

(*> 
i (0 
(0 

Lighting  glassware,  including  eiectric  light  bulbs 
Cameras,  including  motion  picture  - 

Facking  rings,  electrodes;  miscellaneous  graphite  and  metal  granhited  .sneeialtip« 
Ferro-alloys,  electric  furnace. 

lo 

13 

(*> 

0> 

(0 

Steel;  heavy  web,  3-inch  and  over 

14 

\A 

Carburetor  engines,  motor  vehicles,  industrial  stationary 

16 

(*> 

Wool,  meat-packing . 

V) 

Flat  glass,  other 

lo 

v) 

Sanitary  cans,  including  condensed  milk  cans 

JH 

(’) 

Carburetor  engines,  aircraft 

19 

(») 

Wallboard,  except  gypsum 

Cash  registers,  etc • * 

(') 

Storage  batteries,  other.  ..  

£i 

28 

0) 

Sparkplugs 

Pow’er  switchboards  and  parts  

oO 

31 

31 

QQ 

(') 

(I) 

(0 

Telephone  and  telegraph  apparatus  

Men*s  work  shoes,  wood  or  metal  fastened  

Canned  soups 

Aluminum  products,  other  ..  

44 

(*) 

Motor  vehicle  hardware,  including  locks 

01 

Sheet  metal;  culverts,  flumes,  irrigation  pine,  etc 

105 

146 

ROR 

V'l 

Metal  davenports,  sofas,  day  beds,  studio  couches,  etc.,  upholstered 

(*) 

Mattresses,  innersprine  . 

Cartridges 

(*) 

V) 

(*) 

> Data™ot  approximate  disclosure  of  data  for  individual  enterprise. 

appendk'^®rol^^8u“‘‘““^  Economic  Committee  Monograph  No.  27.  The  Structure  of  Industry,  pt.  V, 


CONCENTRATION  IN  THE  MAJOR  MANUFACTURING  INDUSTRIES 

On  the  basis  of  the  four  principal  waj’^s  of  measuring  concentra- 
tion  (1)  emplojTuent  by  establishments,  (2)  employment  by  firms, 
(3)  output  of  largest  four  producers  of  individual  products,  and  (4) 
sales  handled  by  giant  corporations— the  major  manufacturing  indus- 
tries have  been  ranked  according  to  the  degree  of  concentration, 

ranging  from  the  most  highly  concentrated  to  the  least  concentrated 
as  follows:  ' 

1.  Automobiles 

2.  Tobacco  manufacturers 

3.  Rubber  products 

4.  Transportation  equipment 

5.  Electrical  machinery 

6.  Products  of  petroleum  and  coal 

93200 — 46 8 
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7.  Iron  and  steel  and  their  products 

8.  Nonferrous  metals  and  their  products 

9.  Alachinery  except  electrical 

10.  Chemicals 

11.  Textile-mill  products 

12.  Stone,  clay,  and  glass 

13.  Food  and  kindred  products 

14.  Leather  and  leather  products 

15.  Paper  and  allied  products 

16.  Furniture  and  finished  lumber 

17.  Printing  and  publishing 

18.  Lumber  and  timber  basic  products 

19.  Apparel  and  other  finished  products 

Thus  the  industries  most  commonly  recognized  as  “big  business” 
industries  rank  as  the  most  concentrated,  including  automobiles, 
tobacco,  rubber  products,  transportation  equipment,  electrical  ma- 
chinery, petroleum,  iron  and  steel,  nonferrous  metals,  nonelectrical 
machinery,  and  chemicals.  The  least  concentration  is  found  in  the 
“small  business”  industries,  such  as  apparel,  lumber,  printing  and 
publishing,  and  furniture.  The  moderately  concentrated  industries 
include  textiles,  stone,  clay  and  glass,  food,  leather,  and  paper. 

Within  these  broad  industries  certain  segments  are,  indeed,  highly 
concentrated.  For  example,  there  is  some  concentration  in  the  pro- 
duction of  certain  types  of  lumber.  The  newspaper  industry  is  itself 
highly  concentrated,  both  in  reference  to  the  control  exercised  by  the 
big  chains  and  also  in  respect  to  local  monopolies.  The  production 
of  paper  and  paperboard  is  highly  concentrated,  although  there  are 
many  small  businesses  engaged  in  the  fabrication  of  paper  products. 
The  basic  leather  industry  is  substantially  concentrated,  although 
production  of  certain  leather  products  is  in  the  hands  of  small  business. 
Likewise,  many  segments  of  the  food  industries  are  extremely 
concentrated. 

The  automobile  industry 

The  fact  that  this  industry  ranks  as  the  most  concentrated  area  of  the 
American  manufacturing  economy  is  of  critical  significance  in  view  of 
its  enormous  scope  and  influence.  Prior  to  the  war  this  industry  led 
all  others  in  terms  of  the  value  added  by  manufacture,  the  cost  of 
materials  consumed,  and  value  of  products  produced.  It  was  second 
in  terms  of  the  number  of  wage  earners  and  the  aggregate  wages  paid. 
Furthermore,  the  industry  handled  a subslantial  proportion  of  the  war 
production  effort  and  has  expanded  its  facilities  enormously. 

Market  dominance  by  the  Big  Three. — Prior  to  the  war  the  Big  Three 
automobile  companies — General  Alotors,  Chrysler,  and  Ford — pro- 
duced 90  percent  of  the  passenger  automobiles,  with  the  balance 
divided  among  eight  other  manufacturers.  This  compares  with  72 
percent  in  1925.  (In  1915  the  largest  thi'ee — General  Alotors,  Ford, 
and  Willys-Overland — produced  51  percent  pf  the  total.) 

In  some  respects  the  industry  remained  competitive.  Dealers  in 
used  cars  competed  in  price.  Dealers  in  new  cars  competed  in  trade 
allowance,  and,  consequently,-indirectly  in  price.  The  manufacturers  • 
competed  in  advertising  and  salesmanship,  in  style  and  quality, 
but  they  did  not  com  pete  in  price. ^ 

* Cf.  TNEC  Monograph  No.  21,  Competition  and  Monopoly  in  American  Industry,  p.  195* 
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Patents. — Early  in  the  present  century  attempts  were  made  to  con- 
trol the  automobile  industry  through  patent  rights.  This  was  ended 
in  1911,  however,  when  the  licensed  automobile  manufacturers  lost 
their  suit  against  Ford.  Since  that  time  the  industiy  has  followed  the 
practice  of  relatively  free  exchange  of  patents.  Improved  techniques 
generally  have  been  made  available  to  all  members  of  the  industry. 

Market  strategy — Manufacturer-dealer  relationships;  finxincing. — 
Retail  automobile  dealers  are  tied  to  the  manufacturers  through  ex- 
clusive franchise  agreements,  and  the  manufacturers  have  used  their 
superior  buying  power  to  control  dealer  policies  and  to  impose  restric- 
tive arrangements  on  dealers  against  their  will.  Dealers  were  often 
forced  to  take  more  cars  than  they  could  profitably  seU,  to  handle 
certain  tools,  parts,  tires,  and  accessories,  to  purchase  advertising 
materials,  etc.^  According  to  investigations  conducted  by  the  Federal 
Trade  Commission,  dealers  were  forbidden  to  handle  cars  or  parts  of 
other  manufacturers. 

Automobile  financing  has  been  carried  on  principally  by  companies 
closely  affiliated  with  the  automobile  manufacturers,  and  pressure  has 
been  brought  to  bear  on  dealers  to  use  the  services  of  these  concerns. 

Mergers. — Each  of  the  Bi^  Three  automobile  companies  may  trace 
a substiintial,  if  not  the  major,  part  of  their  growth  to  mergers  and 
acquisitions,  which  have  served  to  concentrate  their  activities  both 
horizontally  and  vertically. 

Tobacco 

Dominance  of  large  companies. — The  Big  Four  tobacco  companies — 
American  Tobacco  Co.,  R.  J.  Reynolds,  Liggett  & Alyers,  and  P. 
Lorillard  (formerly  combined  under  the  American  Tobacco  Co.) — con- 
tinue in  dominant  positions  in  the  industry.  In  1934  these  four 
companies  produced  84  percent  of  the  cigarettes,  74  percent  of  the 
smoking  tobacco,  70  percent  of  the  chewing  tobacco,  and  15  percent  of 
the  cigars.  There  have  been  only  relatively  moderate  shifts  in  the 
popularity  of  the  leading  cigarettes  during  the  past  15  j^ears.  (The 
rise  of  Phillip  Morris  and  the  popularity  of  10-cent  brands  reduced 
somewhat  the  market  of  the  former  American  tobacco  companies.) 

The  industry  as  a whole  in  1940  devoted  11.3  cents  of  every  dollar 
of  cigarette  revenue  to  advertising  expenses,  an  important  factor  in 
maintaining  control  in  the  hands  of  the  large  companies. 

Rubber  products 

Dominance  of  the  Big  Four. — The  Big  Four  rubber  companies — 
Goodyear,  Firestone,  U.  S.  Rubber,  and  Goodrich — account  for  more 
than  92  percent  of  the  assets  and  nearly  93  percent  of  the  total  net 
sales  of  the  industry.  The  domination  of  these  concerns  in  the  indus- 
try became  most  firmly  established  in  the  thirties,  which  was  a period 
of  cutthroat  competition  and  high  mortality  among  the  smaller  firms. 
During  that  period  the  Big  Four  had  a decided  advantage  in  connec- 
tion with  their  important  distributive  outlets:  Goodyear,  wl^icli  sold 
to  Sears,  Roebuck;  Firestone,  which  had  its  own  chain  of.  stores; 
United  States  Rubber  and  Goodrich,  which  sold  to  Standard  Oil 
and  Montgomery  Ward.  Goodyear  and  United  States  Rubber  also 
sold  substantial  quantities  of  tires  through  Western  Auto  Supply  Co. 

The  Federal  Trade  Commission  in  1936  secured  a decision  over 
Goodyear  which  prevented  the  company  from  selling  physically 

I 

^ Cf.  Federal  Trade  Commission,  Motor  Vehicle  Industry, 
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identical  tires  to  Sears,  Roebuck  at  a price  less  than  they  sold  them 
to  independent  tire  dealers  for  comparable  quantities. 

Interest  groups,  integration,  and  intercorporate  relations. — Three  of 
the  Big  Four  own  their  own  rubber  plantations  which  in  normal  times 
supply  part  of  their  raw  materials.  The  one  exception  is  Goodrich, 
which  is,  incidentally,  tied  with  Com  Products  Refining  & Commercial 
Solvents  Corp.  by  interlocking  directorates.  It  is  a widely  diversified 
firm  producing  some  30,000  rubber  products. 

Firestone,  a family-controlled  corporation,  has  relied  on  the  Ford 
connection  for  a market.  For  some  yeai*s  Firestone  supplied  half  of 
Ford’s  original  equipment  requirements  and  a smaller  share  of  General 
Motors’.  It  operated  70,000  acres  of  rubber  plantation  and  also  made 
miscellaneous  naotor  accessories,  such  as  batteries,  rims,  wheels,  and 
equipment,  which  it  markets,  together  with  its  tires,  through  some 
500  company-owned  stores. 

Goodyear,  earlier  a Dillon-controlled  company,  passed  into  the 
hands  of  Cyrus  Eaton  and,  at  his  failure,  into  the  control  of  George 
T.  Bishop,  the  Cleveland  Trust  Co.,  and  Chase  National.  Goodyear 
is  largely  controlled  by  the  Cleveland  interests— Cleveland-Cliffs, 
Republic  Steel,  Cleveland  Trust  Co.,  and  Allegheny  Corp.- — through 
interlocking  directorates. 

United  States  Rubber  passed  into  the  hands  of  the  du  Fonts  in 
1928  through  a 16-million-dollar  investment  in  common  stock.  It 
secured  most  of  its  business  from  Genej-al  Motors — also  du  Font- 
controlled.  Prior  to  the  war,  Goodyear  operated  rubber  plantations 
amounting  to  100,000  acres  and  also  a 37,000-acre  cotton  plantation 
in  Arizona.  It  maintained  some  300  company-owned  retaU  outlets. 

Mergers.  —There  have  been  five  important  acquisitions  in  tires  and 
tubes  since  1935.  Goodyear  Tire  & Rubber  acquired  KeUy-Spring- 
field  Tire  Co.  in  1935;  United  States  Rubber  Co.  took  over  Fisk 
Rubber  Co.  in  1939;  General  Tire  & Rubber  Co.  (fifth  largest  manu- 
factm-er)  bought  the  India  Rubber  Co.  in  1936;  Dayton  Tire  & 
Rubber  Co.,  a small  independent,  acquired  McClaren  Rubber  Co.  in 
1935;  and  Pharis  Tire  & Rubber  Co.  absorbed  Carhsle  Tire  & Rubber 
Co.  in  1944. 

Acquisitions  which  took  place  before  1935  in  the  rubber  boots  and 
shoes  industry  accoimted  for  a good  deal  of  the  concentration  in  this 
field.  Since  1935  the  only  acquisition  in  this  industry  was  the  absorp- 
tion of  the  Firestone  Footwear  Co.  by  the  United  States  Rubber  Co. 

Synthetic  rubber. — The  Big  Four  rubber  companies  during  the  war 
operated  89  percent  of  the  total  capacity  for  Buna  S synthetic  rubber. 
Three  other  companies  shared  the  remaining  11  percent.  Thus,  the 
Big  Four  are  the  dominant  producers  of  synthetic  rubber,  as  well  as 
of  rubber  produets. 

Transportation  equipment 

Locomotives. — ^The  largest  four  companies  produced  86  percent  of 
the  industry’s  total  in  1945.  The  bulk  of  this  activity  centered  in  the 
two  largest  producers — American  Locomotive  Co.  and  Baldwin 
Locomotive  Works — while  a third  company,  Lima  Locomotive  Works, 
Inc.,  was  substantially  smaller  than  the  other  two.  The  two  other 
large  producers  of  locomotives  manufactured  Diesels— electromotive 
division  of  General  Motors  and  the  Erie  plant  of  General  Electric. 

Cars  and  equipment. — The  largest  four  companies  produced  50  per^ 
cent  of  the  output  in  1945.  There  have  been  no  indications  of  new 
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entrants  into  the  industry.  Under  antitrust  action  the  Supreme 
Court  has  forced  Pullman  Corp.  to  sell  its  interest  in  the  production 
of  sleeping  cars. 

Aircrafi. — -The  four  largest  companies — Curtiss-Wright,  Consoli- 
dated-Vultee,  Douglas,  and  United — received  about  35  percent  of  the 
prime  war-supply  contracts,  and  their  facilities  are  11  times  as  great 
as  the  entire  industry’s  facilities  before  the  war.  The  aircraft  industry 
is  now  clearly  “big  business.” 

Shipbmlding. — The  largest  five  contractors — ^Eaiser,  Newport 
News,  Betlilehem,  Todd  Shipyards,  and  Federal  Shipbuilding — 
accounted  for  23  percent  of  the  shipbuilding  supply  contracts. 

Electrical  machinery 

Radio  and  radar.- — Shipments  of  the  largest  four  companies  alone 
in  1945  were  almost  six  and  a half  times  those  for  the  whole  industry 
in  1939.  These  four  companies  made  48  percent  of  all  the  shipments, 
while  the  largest  eight  companies  accounted  for  60  percent. 

The  development  of  concentration  in  the  radio  industry  is  particularly  significant 
since  it  may  well  provide  a pattern  that  other  new  and  developing  industries  may 
follow. 

Between  1919  and  1932  General  Electric,  Westinghouse,  RCA,  and  Western 
Electric  (manufacturing  subsidiary  of  .American  Telephone  & Telegraph)  em- 
ployed cross-licensing,  division  of  markets,  and  establishment  of  manufacturing 
subsidiaries  (the  stock  of  which  was  divided  between  the  several  com]>anies 
according  to  their  interest)  effectively  to  eliminate  competition,  according  to  the 
Department  of  Justice  antitrust  suit  in  1932.  A consent  decree  was  filed  which 
was  designed  to  eliminate  these  objectionable  practices.  The  decree  was  later 
amended  in  several  mmor  respects. 

In  spite  of  the  1932  antitrust  suit,  the  radio  industry  remained  highly  con- 
centrated. The  control  over  patents  and  their  licensing  remamed  in  the  hands 
of  RCA  primarily,  together  with  General  Electric  and  Westinghouse.  Some 
new  companies,  such  as  Farnsworth  and  Scott,  had  entered  the  field,  particularly 
in  the  develoj)inent  of  new  patents.  It  is  difficult  to  assess  the  entire  volume  of 
radio  business  controlled  by  the  big  companies  because  different  pliases  of  this 
busine.s8  w'ere  in  different  hands.* 

Two  companies — General  Electric  and  RCA— received  one-fourth 
of  the  wartime  radio  contracts.  These  companies,  together  with 
three  others — W estern  Electric,  Bendix,  and  W estinghouse — secured 
better  than  half  of  the  contracts. 

The  most  critical  radar  sets  were  made  by  W’estern  Electric,  Philco, 
Sperry,  RCA,  and  Continental.  The  four  biggest  producers  of  end 
equipment — Western  Electric,  General  Electric,  RCA,  and  Philco — 
accounted  for  40  percent  of  the  total. 

The  four  largest  producers  of  electron  tubes — Raytheon,  RCA, 
W'estern  Electric,  and  Sylvania — accounted  for  60  percent  of  the 
output. 

Television. — An  indication  that  patent  agreements  to  concentrate 
production  in  an  industry,  as  in  the  case  of  radio,  will  be  used  in  the 
postwar  period  is  suggested  by  the  recent  suit  on  television  filed  by  the 
United  States  against  Scophony  Corp.  of  America,  General  Precision 
Equipment  Corp.,  Television  Productions,  Inc.,  Paramount  Pictures, 
Inc.,  and  Scophony,  Ltd.  The  last-named  company  manufactures 
television  equipment  in  England  and  has  patent  rights  on  certain 
supersonic  and  skiatron  apparatus.  The  American  Scophony  Corp. 
was  organized  to  exploit  the  British  Scophony  inventions  in  this 
country  after  British  facilities  were  diverted  to  war  purposes.  General 

s Economic  Concentration  and  World  War  II,  pp.  125  and  126. 
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Precision  Equipment  Corp.  and  Television  Productions  (a  wholly 
owned  subsidiary  of  Paramount)  have  exclusive  licenses  for  the  manu- 
facture, use,  and  sale  of  television  equipment  in  the  Western  Hemis- 
phere. Paramount  entered  the  field  as  a provider  of  capital,  its 
interest  in  television  being  protected  by  the  activities  of  its  subsidiary. 
Television  Productions,  which,  according  to  the  Justice  Department 
suit,  “entered  into  and  carried  out  the  contracts,  agreements,  and 
understandings,  and  did  the  acts  herein  alleged  at  the  direction  for 
the  benefit  and  on  behalf  of  Paramount.”  ' 

' Incandescent  lamps— In  1942  General  Electric  and  Westinghouse 
were  the  only  two  companies  in  the  country  producing  a complete 
line  of  tungsten  filament  lamps.  This  virtual  monopoly  over  the 
production  and  distribution  of  incandescent  lamps  is  accentuated  not 
only  by  the  control  of  patents  and  licensing  agreements,  but  by  the 
concentration  of  the  production  of  components  in  lamp  manufacture. 

In  addition,  at  the  present  time  General  Electric,  Westinghouse, 
and  Hygrade  Sylvania  produce  and  sell  virtually  all  the  fluorescent 
lamps  in  this  country. 

Electrical  appliances.— Ono  of  the  most  striking  aspects  of  the 
production  of  specific  appliances  is  the  recurrence  of  the  same  big 
companies  as  major  producers  of  more  than  one  of  the  appliances” 
reflecting  both  flexibility  of  operation  and  the  powTw  of  brand  names! 

This  IS  particularly  true  of  General  Electric  Co.,  with  its  sub- 
sidiaries and  affiliates,  w'hich  in  1940—41  was  the  largest  producer  of 
domestic  vacuum  cleaners  wdth  21  percent  of  the  total  production, 
the  fourth  largest  producer  of  electric  fans  with  8 percent,  the  largest 
producer  of  electric  flatirons  with  22  percent,  the  largest  producer 
(including  Hurley)  of  domestic  washing  machines  with  13  percent, 
and  the  largest  producer  of  electric  ranges  with  39  percent.  ' 

1.  Mechanical  refrigerators;  In  the  last  peacetime  year  ending 
June  30,  1941,  the  four  largest  producers — Frigidaire,  General  Elec- 
tric, Nash-Kelvinator,  and  Westinghouse — accounted  for  66  percent 
of  the  total  production.  The  next  four  companies  produced  24  pei- 
cent  of  the  total,  and  there  were  only  three  other  companies  which 
produced  more  than  1 percent  each. 

2.  Sewing  machines:  During  1940  only  four  manufacturers  produced 
sewing  machines,  although  22  other  companies  made’  components 
and  attachments.  The  leading  producer,  Singer  Sewing  Machine 
Co.,  accounted  for  49  percent  of  the  total. 

3.  Domestic  vacuum  cleaners:  The  largest  four  producers  turned  out 
55  percent  of  the  total  in  1940  and  1941. 

4.  Electric  fans:  In  1941  there  were  only  30  producers,  9 of  which 
produced  85  percent  of  the  output. 

5.  Domestic  washing  machines:  There  w<>re  30  manufacturers  before 
the  war.  Of  these,  10  accounted  for  almost  80  percent  of  the  units 
produced. 

Petroleum 

Domination  of  the  majors. — The  petroleum  industry  is  thoroughly 
dominated  by  20  major  intonated  companies.  In  the  case  of  each 
of  these  firms,  operations  are  integrated  vertically,  covering  all  of  the 
inajor  activities  from  basic  production  of  crude  oil  to  retail  distribu- 
tion of  the  final  products. 

The  majors  own  nearly  30  percent  of  the  producing  oil  wells,  but 
produced  better  than  half  of  the  crude  oil.  Their  control  is  even 


greater  than  these  figures  indicate,  however,  because  of  their  owner- 
ship of  pipe  lines.  They  own  about  90  percent  of  the  strategic  trunk 
pipe-line  mileage  and  nearly  60  percent  of  the  gathering  pipe-line 
mileage.  The  majors  are  in  possession  of  85  percent  of  the  cracking 
capacity.  Prior  to  the  w’ar  they  held  all  of  the  highly  efficient 
catalj^tic  cracking  capacity  and  they  still  hold  88  percent.  They 
produce  two-thirds  of  the  gasoline  and  own  nearly  all  of  the  gasoline 
pipe-line  mileage.  Before  the  w'ar  they  accounted  for  80  percent  of 
the  domestic  sales  of  gasoline,  but  within  regional  markets  the  degree 
of  concentration  was  even  greater.  There  was  no  market  in  which 
all  20  of  these  companies  participate.  In  16  States  there  are  fewer 
than  10  of  them  to  be  found.  The  leading  firm  sells  more  than  20 
percent  of  the  gasoline  consumed  in  each  of  30  States,  more  than  25 
percent  in  15,  more  than  30  percent  in  5,  40  percent  in  Wyoming,  and 
60  percent  in  Utah. 

Changes  which  occurred  during  the  war  are  shown  in  table  V,  which 
appears  on  the  following  page.  It  will  be  noted  that  the  only  respects 
in  which  the  majors  decreased  their  position  were  in  production  and 
stocks  of  motor  fuel  and  in  catalytic  cracking  capacity.  As  a result 
of  the  wartime  developments,  the  majors  now  are  in  possession  of  82 
percent  of  the  country’s  alkylation  and  butane  isomerization  capacity, 
and  89  percent  of  the  aviation  gasoline  refining  capacity. 


Table  V. — Change  in  'position  of  major  integrated  companies  in  the  petroleum 

industry  y 1989-44 


Number 
of  com- 

Year  or  end  of 
year— 

Change 
1 in  per- 
i centage 
points 

panics 

1939 

1944 

• 

Crude  oil: 

iSTnmhpr  of  protliirinp  oil  well.8  

21 

' Percent 
' 27.6 

Percent 

29.4 

+L8 

Aormnl  prndnef  ion  of  eriide  oil  . ..  

i 21 

52.2 

61.3 

-f9.1 

Stocks  of  crude  oil  

! 75. 7 

78.9 

+3.2 

\nnual  crude  runs  to  stills 

I 

19 

! 80.9 

83.2 

+2.3 

Motor  fuel; 

Anniiftl  motor  fuel  manufactured  __  _ 

1 19 

; 72.6 

64.6 

-8.0 

Stocks  of  motor  fuel  . - 

19 

80.4 

56.8 

-23.6 

Aviation  gasoline  manufactured  

17 

56.9 

73.8 

+16.9 

Kcfming  capacity: 

Prmtp  oil  rpfininp'  cauacitv  ...  

21 

75.8 

82.0 

+6.2 

Cracking  capacity  _ 

21 

84.  1 

85.8 

+1.7 

Cftffllvtie  ernekine  eanaeit V . ..  . 

18  ' 

100.0 

88.2 

-11.8 

A Ikylation  eapaeitv  

18  : 

(») 

82.0 

Butane  isomerization  capacity.  

12 

0) 

81.9 

(>) 

Avifltion  gnsoline  eajiaeity  . ...  

21 

(0 

2 88.8  1 

<>) 

1 

1 Xot  available. 

2 March  1945, 

Source:  Department  of  Justice. 


Ethyl  Gasoline  Corp.' — A special  type  of  control,  which  cuts  across 
all  the  petroleum  companies  (except  Sun)  is  exercised  by  the  Ethyl 
Gasoline  Corp.,  which  virtually  polices  the  marketing  of  gasoline. 
This  corporation  is  jointly  owned  by  Standard  Oil  Co.  of  New  Jersey 
and  du  Pont  (through  General  Motors)  on  a 50-50  basis.  Its  control 
is  exercised  through  the  monopoly  it  possesses  over  the  production 
of  ethyl  compound,  the  most  economic  antiknock  mixture  available 
to  refiners. 

The  corporation  sells  ethyl  compound  only  to  the  refiners  licensed 
by  it.  The  terms  of  the  license  require  conformity  by  the  refiners, 
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and  the  jobbers  to  which  they  sell,  to  certain  common  practices 
established  by  the  Ethyl  Gasoline  Corp.  Sun  is  the  only  major  oil 
company  that  does  not  use  tetraethyl  lead  in  its  gasohne. 

Patents. — The  major  oil  companies  are  also  more  or  less  tied  to- 
gether through  the  control  of  patents.  The  principal  oil  patent 
companies— especially  those  controlling  refining  process  patents — 
are  closely  interlocked  with,  and  in  some  cases  owned  outright  by, 
the  major  petroleum  companies.  Through  these  patent  companies 
the  majors  have  collected  heavy  royalties  from  the  independents, 
thus  placing  them  at  a serious  competitive  disadvantage.  In  some 
cases  royalties  have  been  fixed  so  high  that  independents  have  been 
practically  excluded  from  the  use  of  the  most  efficient  refining  methods 
available.  At  the  same  time,  through  vari<ms  licensing  agreements, 
the  majors  have  arranged  for  the  mutual  use  and  interchange  of  ceiTain 
patents  among  themselves. 

W artime  changes. — By  the  end  of  the  war  the  position  of  the  major 
companies  had  grovm  in  importance.  Nearly  80  percent  of  the  new 
facilities  were  owned  or  operated  by  the  18  major  refiners.  Moreover 
70  percent  of  the  new  facilities  are'privatcly  owned  by  the  18  majors. 

The  importance  of  the  new  capacity  constructed  is  greatly  en- 
hanced by  the  fact  that  it  consists  almost  exclusively  of  catalytic 
cracking  facilities.  Of  the  1 billion  dollars  spent  on  new  refining 
capacity  during  the  war  850  million  dollars  went  for  facilities  of  this 
type.  Catalytic  cracking,  wliich  was  primarily  experimental  before 
the  war,  makes  possible  production  of  a higher  quality  first-run  gaso- 
line per  barrel  of  crude  oil,  at  a cost  less  than  other  refining  processes 
for  regular  gasoline.  Catalytic  cracking  cai)acity  rose  from  122,000 
barrels  a day  in  1940  to  1,008,650  by  November  1,  1944.  Nearly 
90  percent  of  the  increase  was  m plants  controlled  by  the  18  major 
companias. 

Pipe  lines. — One  wartime  development  which  could  prove  of  endur- 
ing advantage  to  the  small  independents,  as  well  as  to  the  consuming 
public,  was  the  building  of  the  two  federally  owned  pipe  lines,  the 
Big  Inch  and  the  Little  Big  Inch,  at  a cost  of  146  million  dollars. 
These  two  pipe  lines,  which  could  conceivably  break  the  virtually 
complete  control  of  the  majors  over  transportation  in  the  petroleum 
industry,  have  now  been  closed.  It  is  the  possibility  of  their  reopening 
which  raises  hope  for  the  independents.  The  problem  of  how  to  give 
the  independents— and  the  general  public— the  benefits  of  their 
services,  while  still  protecting  the  legitimate  interests  of  the  majors, 
LS  one  which  has  not  yet  been  solved  by  the  Government  officials 
charged  with  their  disposal. 

Butadiene.  The  financial  position  of  the  major  petroleum  com- 
panies was  further  strengthened  during  the  war  by  the  strategic  role 
they  assumed  in  the  synthetic-rubber  industry.  Fifteen  major  petro- 
eum  companies,  at  the  war’s  end,  controlled  95  percent  of  the  most 
economic  capacity  for  producing  butadiene  for  synthetic  rubber. 
Fhey  operated  durmg  the  war  new  capacity  for  this  purpose,  costing 
200  million  dollars.  This  is  over  and  above  the  new  facilities  for 
■efining  standard  petroleum  products. 

Iron  anrl  steel 

The  basic  industry — Concentration  in  large  producers  and  intereH 
‘ontrol  groups. — The  18  fully  integrated  companies  performing  all  the 
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operations  from  mining  raw  materials  to  manufacturing  finished  steel 
products  accounted,  prior  to  the  war,  for  89  percent  of  the  pig  iron,  91 
percent  of  the  steel,  and  85  percent  of  the  finished  hot-rolled  product 
capacity.  The  top  three  companies  alone — United  States  Steel, 
Bethlehem,  and  Kepublic — accounted  for  nearly  60  percent  of  the 
Nation’s  total  steel  ingot  capacity.  ' 

The  concentration  of  control  in  the  steel  industry  is  magnified  by 
the  interrelationships  between  the  large  producers  and  giant  financial 
and  banking  groups.  On  January  1,  1945,  the  four  largest  steel  pro- 
ducers held  63  percent  of  the  country’s  steel  ingot  capacity.  This, 
however,  understates  the  narrowness  of  control.  Thus,  the  Morgan- 
Fu-st  National  interest  group  controls  United  States  Steel  Corp.  with 
35  percent  of  the  country’s  steel  ingot  capacity  (including  the  Geneva 
Steel  plant  recently  purchased  by  United  States  Steel). 

The  Cleveland  group  controls  through  Cleveland-Cliffs  Iron  (which 
itself  owns,  next  to  United  States  Steel  Corp.,  the  largest  supply  of 
unworked  iron  ore  in  the  country)  four  of  the  so-called  steel  inde- 
pendents— Republic  Steel  Corp.,  Youngstown  Sheet  & Tube  Co., 
Inland  Steel  Co.,  and  Wheeling  Steel  Corp. — whose  combined  ingot 
capacity  amounts  to  20  percent  of  the  comitry’s  total.  Bethlehem 
Steel  Co. — the  second  largest  mdividual  producer — holds  13.5  percent 
of  the  ingot  capacity.  Finally,  the  Mellon  interests,  with  three  com- 
panies— Jones  & Laugldin  Steel  Corp.,  American  Rolling  Mill  Co., 
and  Crucible  Steel  Co.  of  America — control  10  percent  of  the  total. 
Thus,  in  effect,  3 interest  groups  and  1 other  corporation  control  9 of 
the  10  largest  steel  producers,  whose  aggregate  steel  ingot  capacity 
represents  78  percent  of  the  total  for  the  country.  Four  other  large 
companies  have  7.5  percent  of  the  capacity,  and  thus  more  than  86 
percent  of  the  mgot  capacity  is  under  operation  by  the  13  largest  steel 
companies. 

B artime  changes. — Between  1940  and  1945  total  steel-making  capac- 
ity increased  by  17  percent,  and  two-thirds  of  this  wartime  increase 
was  accounted  for  by  the  three  largest  companies.  Furthermore, 
there  are  many"  reasons  for  believing  that  most  of  the  wartime  gains 
of  these  very  large  companies  are  enduring,  rather  than  merely" 
temporary. 

About  60  percent  of  all  the  wartime  expenditures  of  both  Gov"em- 
ment-owned  and  privately  owned  steel  plants  were  for  “scrambled” 
facilities,  which  cannot  feasibly  be  separated  from  the  plants  to  which 
they  are  attached.  Thus  no  company  other  than  the  ones  operating 
the  facilities  can  possibly  use  them.  Furthermore,  these  scrambled 
facilities  were  designed  to  fill  out  existing  equipment,  provide  addi- 
tional balance,  integration,  and  efficiency  to  a company’s  output. 

In  the  case  of  the  new  independent  plants  there  is  considerable 
doubt  whether  some  of  these  can  be  operated  economically  as  inde- 
pendent units.  For  example,  all  but  one  of  the  blast  furnaces  owned 
by  the  Government  are  adjacent  to  steel-makmg  facilities  in  order  to 
take  advantage  of  the  economy  of  hot  metal  in  steel  production.  Of 
the  independent  integrated  units,  the  most  important,  Geneva,  has 
been  sold  to  United  States  Steel  Corp. 

Perhaps  the  most  spectacular  wartime  change  affecting  concentra- 
tion of  the  iron  and  steel  industry  is  found  in  the  enormous  increase 
in  electric  furnace  capacity.  Special  war  needs  caused  an  almost 
800-percent  increase  in  output  of  alloy  steel,  and  nearly  288  percent 


J 


112 


ECONOMIC  CONCENTRATION  AND  MONOPOLY 


on  electric  furnace  capacity.  The  leading  producer  Republic  bteel 
Corp.— held  in  1945,  27.5  percent  of  the  electric  furnace  capacity,  or 
enough  to  supply  all  the  demands  for  specialty  steels  in  1940. 

Eight  large  integrated  companies  obtained  nearly  all  of  the  war- 
time increases  in  electrolytic  tin-plate  capacity.  In  1938  they  ac- 
counted for  84  percent  of  the  total  tin-  and  tern  e-plate  capacity  but 
in  1945  made  97  percent  of  the  shipments  of  tin,  terne,  and  black 

plate. 

Nomntegrate.d  steel  companies.— Boiore  the  war  there  were  some  5b 
steel  companies  in  the  semi-integrated  class,  which  made  no  pig  iron 
but  commenced  their  operations  with  the  manufacture  of  steel. 
Allegheny  Ludlinn  Steel  Corp.,  Lukens  Steel,  and  Granite  City  Steel 
Co.  are  the  leading  companies  in  this  group,  and  in  the  aggregate  the 
semi-integrated  concerns,  which  are  engaged  principally  in  producing 
specialty  steels,  held  9 percent  of  the  steel  and  9 percent  of  the  nnl^hed 

hot-rolled  product  capacity.  . • u 

The  third  class,  nonintegrated  companies,  numbering  about  loO. 

purchase  steel  and  begin  with  the  rolling  process.  They  possessed 

only  6 percent  of  the  rolling  capacity. 

the  fourth  class,  the  merchant  blast  furnaces,  produce  pig  iron  lor 
sale  to  semi-integrated  steel  companies  and  foundries.  They  are 
relatively  unimportant,  holding,  in  1938,  11  percent  of  the  pig-iron 

capacity.  . if 

Lateen  the  war  and  during  the  recon V(>rsion  period  a number  ot 

important  steel  fabricating  firms  integrated  their  operatioiis  backward 
into  the  steel-making  industry  in  order  to  assure  them^lves 
Guate  supply  of  flat-rolled  steel.  Organizations  such  as  General  liilec- 
tric,  Borg-Warner,  and  International  Detrola  Corp.  purchased  some 
of  the  few  remaining  nonintegrated  sheet  steel  producers  that  were 
able  to  survive  the  difficulties  of  the  past  decade.  The  principal 
acquisitions  during  the  last  few  years  are  listed  below: 


Acquiring  company 

1.  General  Electric  * 


2.  Borg-Warner  Corp.^ 


3.  Portsmouth  Steel  Co.^  (new 

company) . 

4.  Irving  Grayson,  Detroit  (rep- 

resenting group  of  steel  fab- 
ricators). 

5.  Follansbee  Steel  Corp 


Company  or  facility  acquired 

Mahoning  \ alley  Steel  Co.,  Niles  Ohio 
(97,500  tons  hot-rolled  sheet  annual  ca- 
pacity) . 

Assets  of  Su])erior  Sheet  Steel  Co.,  Canton, 
Ohio  (subsidiary  of  Continental  Steel 
Corp.,  Kokomo,  Ind.). 

Portsmouth,  Ohio,  works  of  Wheeling  Steel. 

Apollo  Steel  Co.,  Apollo,  Pa.  (132,000  tons 
hot-rolled  sheets  and  24,000  tons  gal- 
vanized sheets). 

Parkersburg  Iron  & Steel  Co.,  Parkersburg, 
W.  Va.  (closed  down:  sheet  facilities  taken 
over  by  Follensbee.;  36,000  tons  of  sheets, 
largely  electrical  sheets). 


1 Will  continue  to  buv  at  least  90  percent  of  its  flat-rolled  steel  requirements  in  the  open  market, 
a Will  continue  to  secure  85  percent  of  its  steel  requirements  in  the  open  market.  Company-  alnaly 
operated  steel  facilities  through  its  Ingersoll  steel  and  disc  division. 

3 Organized  by  Cvrus  Eaton-Kaiser-Frazor  interests,  kaiser-1-  razor  recently  leased  for  3 the  m^t 
furnace  at  Itruthers.  Ohio,  of  the  Struthers  Iron  & Steel  Co.  (this  was  the  only  remaining  merchant  blast 
furn^e  in  the  Mahoning  Valley  district:  once  the  area  had  40  to  50  small  merchant  furnaces). 
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Acquiring  company 

6.  International  Detrola  Corp., 
Detroit. 


7.  Barium  Steel  Corp 


7.  Sharon  Steel  Corp.,  Sharon,  Pa. 

Taylor  Forge  & Pipe  Works, 
Chicago  (welding  fittings). 


Company  or  facility  acq^iired 

Andrews  Steel  Co.,  Newport,  Ky.  (steel- 
making rolling  mill — 1 80,000  tons  hot- 
rolled  sheets,  of  which  60.000  tons  silicon 
sheets,  65,000  tons  galvanized  or  gal- 
vanealed  sheets,  and  balance  alloys  or 
miscellaneous  other  grades — fabricating 
plants  and  coal  mining  interests).** 

Central  Iron  & Steel  Co.,  Harrisburg.  Pa. 
(ingots,  billets,  sheared  and  universal 
plates,  hot-rolled  sheets  and  skelp,  flanged 
and  dished  heads,  and  steel  stampings; 
annual  open-hearth  capacity,  336,000  tons 
of  ingots;  rolling  capacity,  182,400  tons 
of  sheared  plates  and  105,600  tons  of 
universal  plates). 

Farrell  steel  works  at  Farrell,  Pa.,  of  Car- 
negie-Illinois  Steel  Corp. 

Land,  buildings,  and  cranes  at  Carnegie,  Pa., 
of  National  Supply  Co.  (manufacturing 
activities  transferred  to  National  Supply 
Co.^s  plant  at  Ambridge,  Pa.).  National 
Supply  manufactured  sucker  rods,  drill 
collars,  and  steel  stems  for  the  petroleum 
industry. 


* Included  Newport  Rolling  Mill  Co.  and  its  divisions,  the  Globe  Iron  Roofing  & Corrugating  Co.,  the 
Newport  Culvert  Co.,  and  the  Hardy-Burlington  Mining  Co. 

Source:  Steel,  November  11.  1945,  pp.  110-111,  262-264. 


Tin  cans. — Prior  to  the  war,  the  production  of  tin  cans  and  other 
tinware,  one  of  the  large  consumers  of  steel,  was  very  highly  con- 
centrated. In  1940  there  were  about  100  can  manufacturing  concerns 
in  the  United  States.  However,  the  leading  producer  of  cans,  Ameri- 
can Can  Co.,  accounted  in  1939  for  55.4  percent  of  the  production, 
and  the  second  largest,  Continental  Can  Co.,  produced  28.3  percent 
of  the  total. 

In  1938,  84  percent  of  the  tin-plate-producing  capacity  in  the 
United  States  was  in  the  hands  of  eight  integrated  steel-producing 
companies.  Practically  all  of  the  tin  plate  is  used  in  the  manufacture 
of  containers.  Historically,  there  has  been  a close  economic  relation- 
ship betM^een  the  American  Can  Co.,  the  principal  buyer,  and  the 
United  States  Steel  Corp.,  the  principal  seller  (accounting  for  one- 
third  of  the  tin-  and  terne-plate  capacity). 

Steel  drums  and  barrels. — Prior  to  the  war  two  basic  steel  companies 
produced  heavy  steel  drums  and  barrels  and  they  accounted  for  only 
a small  percentage  of  the  output  (G  percent  on  the  basis  of  1946 
capacity).  The  industry  was  divided  among  some  26  independent 
producers  with  41  plants.  As  a result  of  an  acquisition  drive,  how- 
ever, by  1946  seven  of  the  large  basic  steel  producers  were  in  posses- 
sion of  87  percent  of  the  capacity  and  the  remaining  13  percent  was 
divided  among  10  independents.  The  distribution  of  capacity  by 
companies  in  1946  is  shown  in  table  VI,  which  appears  below. 

On  a regional  basis,  the  steel-drum  capacity  centered  in  the  big  steel 
companies  was  even  more  striking.  Thus,  the  basic  steel  companies 
held  dll  of  the  capacity  on  the  Pacific  coast  and  in  the  St.  Louis  area. 
They  also  held  more  than  95  percent  of  the  capacity  in  the  Atlantic 
coast,  Houston,  and  New  Orleans  areas,  86  percent  of  the  capacity  in 
the  Chicago  area,  and  67  percent  in  the  Cleveland-Pittsburgh  area. 


114 


ECONOMIC  CONCENTRATION  AND  MONOPOLY 


As  a matter  of  fact,  only  in  the  Cleveland-Pittsburgh  and  Chicago 
areas  are  the  independents  still  able  to  produce  in  any  significant 
volume. 


Table  VI. — Distribution  of  heavy  steel  barrel  and  drum  capacity,  by  company^ 

1946 


Company 

Number 

of 

plants 

S^eel  re-  ' 
quiremontsi 
(net  tons) 

Percent 

of 

total 

Basic  steel  companies: 

United  States  Steel  ^ 

9 

126,000 

25.2 

Bethlehem  

9 ! 

106,000 
82.  .500 

21.2 

Jones  <fe  Laughlin 

8 ' 

16.5 

Inland  _ 

3 

56. 000 

22.000  ; 

11.2 

Wheeling ... 

2 : 

4.4 

Republic 

2 

32,000 

6.4 

Granite  City  3.  ..  . 

2 

11.000 

2.2 

Total 

H5 

! 435, 500 

1 

87.1 

Independents: 

Ohio  Corrugating  Co  

1 

22,000  1 

4.4 

Manion  Steel  Barrel  Co 

1 1 

2.0 

Xational  Steel  Container  Co 

1 

lO.lKKl  ; 

2.0 

Globe  Steel  Barrel  Co  

1 

6,  rm 

1.3 

Cleveland  Steel  Barrel  Co 

1 

5,  IKK) 

1.0 

United  Steel  Barrel  Co  

1 

5,0()0 

1.0 

Vulcan  Stamping  Mfg.  Co 

1 

2,0(K)  ' 

.4 

Hirsch  Cooperage  &.  Steel  Pkg.  Co.  

1 

2.000 

.4 

Stainless  Steel  Products  Co-  . . . 

1 

1.000 

.2 

Florida  Drum  Co 

1 

1.000 

.2 

Total - 

10 

64.  500 

12  9 

Grand  total  . 

45 

, 500, 000 

1 

100.0 

J 1944  roquirempnts. 

5 Includes  Xational  Enamel  & Stamp  Co.  plant  at  Long  Island  City,  N.  Y.  (7,000  tons),  which  Is  con- 
trolled by  Hayward  Xiedringhaus,  president  of  (iranito  City  Ste-<  1 Co.,  but  is  by  United  States 

Steel  Co.  Also  includes  Southern  States  Iron  Mfg.  Co.,  at  Hattiesburg,  Miss.  tons),  which  is  under 

exclusive  contract  to  United  Stales  Steel  Co. 

3 Includes  Xational  Enamel  & Statnjj  Co.,  Granite  City,  111.  (5,000  Ions),  and  Xiedringhaiis  Metal 
Products  Co.,  St.  Louis  (0,000  tons). 

Source  of  data:  Iron  Age,  Sept.  21,  1944,  p.  104. 

Non  ferrous  metals 

Copper. — The  industry  is  dominated  by  four  companies.  The 
mining  fields  are  almost  exclusively  under  control  of  Kenuecott 
Copper  Corp.,  Phelps  Dodge  Corp.,  and  Anaconda  Copper  Mining 
Co.  American  Smelting  & Refining,  originally  organized  to  con- 
solidate domestic  lead  smelters,  is  the  leading  copper  refiner  (with 
37  percent  of  the  electrolytic  capacity)  and  together  with  Anaconda 
(29  percent  of  the  capacity)  and  Phelps  Dodge  (22  percent  of  the 
capacity)  controls  most  of  the  refining  capacity.  Keiinecott  has  no 
electrolytic  refineries  but  is  the  largest  copper-mining  company  in  the 
country  and  is  closely  associated  through  the  Guggenheim  interests 
with  American  Smelting  & Refining. 

Most  of  the  copper  and  brass  fabricating  business  is  handled  by 
wholly  ownied  subsidiaries  of  leading  me1.al  producers.  These  are 
American  Brass  (affiliated  with  Anaconda  Copper),  Chase  Co. 
(Kennecott),  and  Phelps  Dodge  Copper  I’roducts  (Phelps  Dodge). 
In  the  wire  and  cable  field  are  Anaconda  Wire  & Cable  (controlled 
but  not  wholly  owned  by  Anaconda  Cojiper),  Kennecott  Wire  & 
Cable  (Kennecott),  and  Phelps  Dodge  Copper  Products.  American 
Smelting  & Refining  hold  a substantial  interest  in  General  Cable 
and  Revere  Copper  and  Brass,  and  are  in  the  sccondaiy  metals  field 
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through  ownership  of  Federated  Metals  Division  Co.,  and  the  minmg 
of  lead  and  zinc  through  its  subsidiary,  Federal  Mining  & Smelting  Co. 

The  industry  presents  an  interesting  picture  of  changing  concen- 
tration. In  1890  the  four  largest  producers  mined  76  percent  of  the 
output.  In  1920  this  percentage  had  been  cut  to  39  percent  (Ana- 
conda Copper  contracted  production  in  this  year  preparatory  to 
extensive  expansion  operations),  but  by  1937  the  four  top  producers 
held  the  commanding  position  of  82  percent  of  the  copper  mined  in 
the  country.  At  the  peak  of  war  production,  in  1943,  these  same  four 
producers  had  increased  their  proportion  to  85  percent. 

Lead  and  zinc. — Lead  and  zinc  are  closely  related,  both  in  mining 
operations  and  in  smelting.  St.  Joseph  Lead  is  the  largest  producer 
of  lead  in  the  United  States.  Its  chief  mining  property,  located  in 
southwest  Missouri,  was  the  first  large  deposit  of  disseminated  lead 
ore  dis(‘Overed  in  this  country.  This  company  accounted  for  about 
one-quarter  of  tlie  domestically  produced  lead  in  the  1920’s  but 
increased  its  production  to  about  40  percent  of  the  total  in  1944. 
Other  large  producei’s,  such  as  Federal  Mining  & Smelting  (subsidiary 
of  American  Smelting  & Refining),  Bunker  Hill  & Sullivan,  and 
Eagle  Pieher  Lead  account  for  about  4 to  5 percent  each  of  the  total. 

New  Jereey  Zinc  is  by  far  the  largest  producer  of  zinc  and  occupies 
a position  in  the  industry  similar  to  that  of  St.  Joseph  Lead  in  the 
mining  of  lead.  Eagle  Pieher  Lead,  with  large  holdings  in  the  tri- 
State  area,  accounts  for  about  13  percent  of  the  total.  St.  Joseph 
Lead  is  also  an  important  juiner  of  zinc,  as  are  United  States  Smelting 
& Refining  and  Federal  Mining  & Smelting,  each  accounting  for  from 
4 to  5 percent  of  the  total.  Anaconda  has  been  important  in  lead 
and  zinc,  but  its  niining  of  these  metals  domestically  has  fallen  off 
sharply  in  recent  yeai-s. 

Aluminum. — ^As  a result  of  disposal  of  Government  plants  up  to 
April  1946,  Aluminum  Co.  of  America’s  control  of  the  country’s 
alumina  (from  bauxite)  facilities  will  be  reduced  from  95.9  percent 
during  the  war  to  44  percent  in  the  postwar  period.  For  primary 
aluminum — omitting  from  consideration  the  four  Government  plants 
uiiecouomically  situated  in  regard  to  electric  power — Alcoa’s  propor- 
tion declines  from  91.4  percent  to  50  percent.  In  sheet,  strip,  and 
plate  Alcoa’s  control  is  reduced  from  86  percent  to  50  percent  of  the 
total.  On  tlie  other  hand,  Reynolds  will  control  36  percent  of  the 
alumina,  28  percent  of  the  primary  aluminum,  and  29  percent  of  the 
rolling-mill  facilities.  Kaiser  will  operate  20  percent  of  the  alumina, 
13  percent  of  the  pi  imary  aluminum,  and  18  percent  of  the  rolling- 
mill  capacity. 

The  percentage  decline  in  Alcoa’s  control,  however,  materially 
uiulei-states  its  prospective  dominance  over  the  industry.  Despite 
the  fact  that  Alcoa  is  no  longer  the  sole  producer,  its  own  prirnary 
aluminum  and,  to  an  even  greater  extent,  its  fabricating  facilities 
have  been  vastly  expanded.  Alcoa,  alone,  now  holds  capacity  suffi- 
cient to  produce  nearly  three  times  the  1939  output  of  aluminum. 

Ill  competing  with  alcoa,  the  independent  aluminum  producei-s 
face  many  formidable  obstacles.  Alcoa  owns  practically  all  of  the 
high-grade  domestic  bauxite,  and  because  of  its  private  fleet  of  ships 
can  bring  in  foreign  ores  at  a lower  net  cost  than  any  of  its  competitors. 
Alcoa’s  power  costs  are  lower  than  those  of  even  the  most  favorably 
situated  Government  {ihmts.  Moreover,  independents  will  face  com- 


i 


116 


ECONOMIC  CONCENTRATION  AND  MONOPOLY 


petition  not  only  from  Alcoa  but  also  from  its  Canadian  affiliate, 
Alted,  which  not  only  is  now  the  largest  producer  in  the  world  hut 
also  has  the  lowest  production  costs  because  of  subsidized  war  expan- 
sion, ill  which  the  United  States  Government  participated, 

Mnqnesiurn. — Magnesium,  used  in  production  of  light  metal  alloys, 
experienced  a tremendous  war  boom  be<-ause  of  its  widespread  use 
in  such  war  products  as  incendiary  bombs  and  in  aircraft  parts. 
Prior  to  the  war,  Dow  Chemical  Co.  was  the  sole  producer  in  the 
Lnited  States.  The  patents  covering  the  use  of  magnesium  in  alloj^s 
veie  controlled  by  ^lagnesium  Development  Co.,  a joint  subsidiary 
ol  I.  G.  Farbenindustrie  and  the  Alumiuum  Co.  The  latter  firin, 

therefore,  was  in  a position  to  control  any  competitive  threat  to 
aluminum. 

The  increase  in  production  of  magnesium  from  6,261  tons  in  1940 
to  appro.ximately  185,000  tons  in  1943,  the  peak  year,  was  almost 
entirely  financed  by  the  Government.  Dow,  which'  produced  40,000 
tons  in  1942,  was  able,  through  privatelv  and  Government-financed 
additions  to  plant,  to  turn  out  100,000  tons  in  1943,  and  its  position 
in  the  industry  at  the  war’s  end  remained  a dominant  one. 

Machinery  except  electrical 

Agricultural  machinery  and  tractors. — In  the  first  quarter  of  1945 
production  in  tractor  plants  was  more  than  three  and  a half  times  the 
average  quarterly  production  of  1939.  1’he  four  largest  companies 
handled  84  percent  of  all  shipments  from  these  plants  in  the  more 
recent  period,  and  the  eight  largest  companies  shipped  97  percent. 

In  the  first  quarter  of  1945  the  value  of  total  production  in  plants 
making  agricultural  machinery  was  more  than  three  times  the  produc- 
tion in  the  average  quarter  of  1939.  The  largest  four  companies  ac- 
counted for  40  percent  of  all  the  shipments  in  the  first  quarter  of  1945 
and  the  largest  eight  companies  accounted  for  50  percent. 

Concentration  is  marked  in  the  agricultural  machinery  industiy  as 
evidenced,  for  example,  by  the  recurring  Federal  Trade  Commission 
investigations.  It  was  reported  by  the  TXEC,  however,  that  maxi- 
mum concentration  “was  undoubtedly  reached  in  1902  or  shortly 
thereafter,  since  when  there  has  been  a considerable  decline  in  the 
degi-ee  of  leadership  of  the  International  Harvester  Co.”  ® 

International  Harvester  Co.  is  still  the  leading  prorlucer,  followed  by 
Deere  & Co.  In  1936  International  Harvester  and  Deere  together 
produced  from  89  percent  to  60  percent  of  the  corn  binders;  grain  and 
rice  binders;  corn  planters,  2-row,  horse  and  tractor;  mowers,  horse 
and  tractor;  cultivators,  tractor-drawn  or  mounted;  rakes,  sulky, 
dump;  tractors,  all-purpose,  wheel  type;  rakes,  side  delivery;  hay 
loaders,  all  types;  cultivators,  ridmg,  l-row,  2-horse;  and  tractor  plows, 
moldboard,  1-bottom  and  larger. 

Construction  machinery  and  equipment. — Closely  allied  to  the  agri- 
cultural machinery  industry  is  the  construction  machinery  indusrry. 
Several  of  the  largest  companies  in  one  field  are  also  the  largest  pro- 
ducers in  the  other. 

The  largest  four  companies  in  this  field  accounted  for  19  percent  of 
all  shipments  in  the  industry  in  the  first  quarter  of  1945,  and  the 
largest  eight  companies  accounted  for  29  percent.  During  the  war 
period  the  producers  of  general  construction  machinery  (e.xcluding 

® TXEC  Monograph  No.  27,  The  Structure  of  Industry,  p.  242. 
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tractors)  showed  a relative  change  away  from  the  larger  toward  the 
smaller  producing  units — one  of  the  few  heavy  industries  to  move  in 
this  direction.  However,  it  would  be  a mistake  to  assume  without 
further  evidence  that  this  will  necessarily  be  a lasting  gain.  The 
prestige  of  the  larger  firms,  their  excellent  developmental  facilities, 
and  their  superior  distributing  possibilities  will  count  heavily  after 
the  war.  Small  producers  ma}^  well  be  forced  back  into  the  relative 
position  they  held  previously. 

In  the  production  of  track -laying  tractors,  there  are  four  producers — 
Allis-Chalmers  Manufacturing  Co.,  Caterpillar  Tractor  Co.,  Inter- 
national Harvester  Co.,  and  Cleveland  Tractor  Co.  The  total  out- 
put increased  in  value  three  times  during  the  war. 

Food  processing  machinery. — Food  Machinery  Corp.  is  the  country’s 
leading  manufacturer  of  machinery  and  equipment  used  for  the  gi-ow- 
ing  and  packing  of  fruits  and  vegetables.  Its  revenues  are  derived 
from  the  sale  of  specialized  equipment,  and  also  from  royalties  on 
leased  equipment.  In  the  latter  respect  it  is  comparable  to  Inter- 
national Business  Machines  and  United  Shoe  Machinery  Corp. 

The  Food  Machinery  Corp.  is  said  to  account  for  some  85  per- 
cent of  all  canning  machiner}^  in  tne  United  States,*®  and  to  supply 
two-thirds  of  all  the  evaporated  milk  companies  with  sterilizing,  pro- 
cessing, and  canning  machinery  on  a leased  basis.  Its  other  activities 
mclude  a line  of  turbine  pumps  used  for  irrigation  purposes  and 
general  farm  use,  and  an  automotive  division  whicti  has  developed  a 
line  of  automotive  washing  equipment,  brake  testers,  wheel  aliners, 
and  other  devices. 

Office  and  store  machinery. — Production  of  office  machinery  has 
traditionally  been  concentrated  in  the  hands  of  a few  companies,  and 
there  have  been  few  changes  during  the  war.  International  Business 
Machines  Corp.  and  Remington  Rand,  Inc.,  control  the  production 
of  electric  accounting  machines.  In  the  production  of  standard  type- 
writers, there  are  only  eight  companies  and  the  largest  four  account 
for  91  percent  of  the  output. 

Bearings. — Bearings  are  widely  used  in,  and  are  vital  to,  modern 
industry.  Shortages  of  this  product  can  literally  strangle  industrial 
activity.  Consequently,  concentration  of  production  of  bearings  in 
the  hands  of  a few  companies  means  that  tliese  companies  have  at 
their  disposal  a powerful  weapon  of  industrial  control. 

In  the  production  of  ball  bearings,  the  new  departure  division  of 
General  Motors  accounts  for  more  than  50  percent  of  the  Nation’s 
output.  Although  bearings  are  used  extensively^  in  automobile  pro- 
duction, General  Motors  is  the  only  one  of  the  automobile  companies 
active  in  this  field.  Other  prominent  producers  are  SKF  (one  of  the 
most  important  European  manufacturers),  w ith  11  percent  of  produc- 
tion; Fafnir  Bearing  Co.,  with  10  percent;  Marlan-Rockwell,  wdth  10 
percent;  Hyatt  division  of  General  Motors,  wntli  10  percent;  Federal, 
with  1 percent;  Norma  Hoffman,  with  1 percent.  Some  twenty-odd 
small  corporations  account  for  the  remaining  7 percent. 

In  taper  bearings  the  concentration  is  even  more  pronounced. 
Timken  is  responsible  for  80  percent  of  production;  Bower,  for  18 
percent;  Tyson  Roller  Bearing,  for  1 percent;  and  lorrington,  for  1 
percent. 


Barron’s,  April  3,  1944,  p.  9, 
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Other  nonelectrical  machinery  industries. — The  extent  to  whicn  the 
largest  four  companies  in  1945  were  res))onsible  for  the  bulk  of  the 
shipments  is  indicated  below: 

Percent 


Steam  engines  and  turbines 84.  7 

Internal-combustion  engines,  excluding  aircraft  and  motor  vehicles 52.  7 

Textile  machinery 44.  7 

Mining  machinery  and  equipment 42.  6 

Oil-field  machinery  and  equipment 34.  9 


Chemicals 

Basic  chemicals — Dominance  of  the  giants. — Three  firms — E.  I.  du 
Pont  de  Nemours  & Co.,  the  Allied  Chemical  & Dye  Corp.,  and  the 
Union  Carbide  & Carbon  Corp. — clearly  dominate  the  basic-chemicals 
field.  All  three  are  highly  diversified,  being  integrated  both  hori- 
zontally and  vertically;  du  Pont  and  Union  Carbide  are  active  in  many 
related  lines  which  do  not  fall  within  a narrow  definition  of  the  industry. 
The  American  Cvanamid  Co.,  the  Monsanto  Chemical  Co.,  and  the 
Dow  Chemical  Oo.  occupy  the  next  three  most  important  places  as 
chemical  producers. 

These  companies  gained  their  dominant  position  largely  through 
combinations.  According  to  the  TNEC: 

Since  1915  du  Pont  has  bought  the  voting  control  or  the  properties  of  more 
than  20  corporations.  Allied  Chemical  is  the  product  of  a combination,  at  the 
end  of  the  First  World  War,  of  five  large  comi)anies,  one  of  which  had  previously 
bought  up  a number  of  competitors.  Union  Carbide,  formed  by  a merger  in 
1917,  has  28  subsidiaries,  several  of  them  engaged  in  the  production  of  chemicals. 
There  were  many  consolidations  during  the  1920's  from  1919  to  1929;  while  output 
n>se  nearly  40  percent  the  number  of  establishments  in  the  industry  declined  by 
more  than  20  percent. “ 

The  extent  to  which  large  corporations  prior  to  the  war  dominated 
many  of  the  important  divisions  of  the  chemical  field  may  be  outlined 
as  folio ws:^^ 

1.  Dyestuffs. — Controlled  largely  by  four  companies — Allied  Chemi- 
cal & Dye  Corp.  and  du  Pont  shared  eciually  60  percent  of  the  total 
business;  American  Cyanamid  and  General  Aniline  Works  shared 
equally  20  percent.  The  latter  compan}  was  owned  100  percent  by 
American  I.  G.  Chemical  Corp.,  controlled  by  I.  G.  Farbenindustrie 
A.  G. 

2.  Heavy  chemicals. — ^ Allied  Chemical  Dye  Corp.,  in  addition  to 
being  the  leading  producer  of  dyestuffs,  was  the  largest  factor  in  heavy 
chemicals.  It  produced  better  than  one-third  of  domestic  alkali 
requirements  and  led  all  companies  in  the  production  of  acids  (espe- 
cially sulfuric),  ammonia,  and  coal-tar  distillates.^^  Allied  Chemical  & 
Dye  alone  produced  about  40  percent  of  the  total  heavy  alkalis, 
including  soda  ash,  caustic  soda,  and  chlorine. 

Tennessee  Corp.  (formerly  Tennessee  Copper  Co.)  was  one  of  the 
leading  producers  of  sulfuric  acid.  Mathieson  Alkali  Works,  Inc., 
was  one  of  the  chief  producers  of  caustic  soda. 

3.  Other  chemicals. — (a)  Industrial  sol V(‘.nts:  The  most  important  of 
these  is  ethyl  alcohol  (widely  used  in  the  manufacture  of  paints,  plas- 
tics, varnishes,  lacquers,  antifreezes,  etc.) — dominated  by  Publicker 
Commercial  Alcohol  Co.,  United  States  Industrial  Alcohol  Co.,  and 
Commercial  Solvents  Corp. 


H TNEC  Monofrraph  No.  21,  p.  201. 

1*  Aldorfer  and  Michl.  Economics  of  .\m'‘rioan  Industry,  1942,  pp.  217-229, 
D Fortune,  Chemical  Industry,  December  1937,  p.  87, 
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{h)  Industrial  gases:  Union  Carbide  & Carbon  Corp.  and  Air 
Reduction  Co.,  Inc.,  were  responsible  for  about  85  percent  of  the 
output. 

(c)  Explosives:  Dominated  l)y  three  companies — du  Pont,  Hercules 
Powder,  and  Atlas  Powder — which  accounted  for  about  80  percent  of 
the  total.  The  remainder  of  the  market  was  shared  by  about  25 
small  companies. 

id)  Plastics:  In  this  field  the  principal  producers  are  du  Pont, 
Union  Ciirbide  & Carbon  (and  its  subsidiary,  Bakelite,  which,  was 
acquired  in  1939),  Tennessee  Eastman,  and  American  Cyanamid. 

Wort-lme  changes. — During  the  war  the  concentration  in  individual 
products  in  the  field  of  basic  or  industrial  chemicals  and  allied  ])rod- 
ucts  generally  was  extremely  high,  as  indicated  by  the  following 
facts:  (1)  For  102  of  the  238  products  in  this  field,  the  entire  output 
during  the  first  6 months  of  1945  was  produced  by  four  or  fewer 
comi)anies.  (2)  The  136  remaining  general  chemical  ])roducts  were 
made  by  5 or  more  companies  during  the  first  6 months  of  1945. 
However,  in  the  case  of  nearly  three-fourths  of  these  products,  four 
companies  accounted  for  70  or  more  percent  of  their  entire  production. 
(3)  For  43  of  the  136  chemical  products  made  by  5 or  more  companies 
the  i)ercentage  of  concentration  is  availal)le  for  each  })roduct  sepa- 
rately. (4)  For  18  of  the  products,  the  leading  4 companies  produced 
over  90  ])ercent  of  the  total  volume  during  the  first  6 months  of  1945. 
(5)  The  total  number  of  producers  for  tlu'se  18  products  varies  from 
6 to  20  com])anies.  In  the  remaining  32  products  the  j)erceJitage  of 
])roduction  accounted  for  bv  the  4 largest  producers  ranges  from  34 
to  89. 

Nonindustrial  chemical  products — Soap. — The  manufacture  of  soap 
products  reached  a volume  of  ap])roximately  one-half  I)illioji  dollars 
in  1944,  or  nearly  40  percent  over  1939  sales.  Quotas  were  estab- 
lished during  the  war  f>y  the  War  Food  Administration  under  order 
42B,  which  set  up  as  a base  period  1940-41  for  the  manufacture  of 
civilian  soap. 

In  a study  of  the  industry  before  the  war  Fortune  magazine  reported 
that  the  three  largest  companies  in  the  industry  controlled  about  80 
])ercent  of  the  business.  Procter  & Gamble  supplied  nearly  40  per- 
cent. Lever  Bros.,  the  American  subsidiary  of  the  British  firm  of 
Lever  Bros.  & Unilever  Ltd.  (it  controls  the  greater  part  of  the  soap 
and  margarine  industry  of  the  British  Empire)  accounted  for  approxi- 
mately one-fifth  of  the  production  and  Colgate-Palniolive-Peet  Co. 
accounted  for  another  fifth  of  the  production.  Anotlier  10  percent  of 
the  business  is  secured  by  Armour  & Co.,  Swift  & Co.,  and  the  ^Ian- 
hattan  Soap  Co.  The  remaining  10  percent  is  distributed  among 
approximately  1,200  soap  producers  in  the  United  States 

According  to  Fortune:** 

Soap  Ls  e.s.sei)tially  a sinqUe  commodity  that  can  he  made  on  anyone's  kitclien 
stove,  and  the  mannfactnring  proce.s.ses  are  pretty  well  standardized  throughout 
the  industry.  Making  all  due  allowance.s  for  advertising  claims,  there  are  no 
enormou.s  difference.s  between  comi)arable  .soaps  put  out  by  the  different  com- 
panies, and  with  all  the  units  selling  approximately  the  same  joroduct,  the  indus- 
try is  inten.sely  competitive  * * * three  majors — P.  A:  G.,  Colgate,  and 

Lever — maintain  their  position  largely  through  their  combined  adverti.sing 
exj)enditiires  of  better  than  835,000,000  annually. 

" Fortum*,  April  1939,  pp.  82  ami  154. 
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According  to  Federal  Trade  Commission  studies,  for  the  soap, 
cottonseed  products,  and  cooking  fats  industry  as  a whole,  10.9  cents 
out  of  every  dollar  of  sales  revenue  in  1940  was  devoted  to  advertising 
expense.'® 

Procter  & Gamble  and  Lever  Bros,  are  also  important  producers  of 
other  products,  such  as  margarine  and  vegetable  shortening.  During 
the  war  Procter  & Gamble  managi'd  the  Government’s  Milan  ordnance 
center  for  storage  and  distribution  of  ammunition  and  other  ordnance 
material.  It  also  optu-ated  the  IVolfe  Creek  ordnance  plant  in  Ten- 
nessee and  the  Gulf  ordnance  plant  in  Mississippi. 

Although  there  were  relatively  few  aequisitions  made  by  the  leatling 
soap  producers  during  the  war  it  slioidd  be  noted  that  in  1944  Lever 
Bros.  <fe  Unilever,  Ltcl.,  absorbed  Pepsodent  Co.,  one  of  the  leading 
producers  of  tootli  paste.  One  acquisition  was  recorded  for  Procter  & 
Gamble  Co.,  namely,  Spic  & Span  Ih-oduction  Co.,  and  no  acquisitions 
were  published  for  the  Colgate-Palniolive-Peet  Co. 

Drug  manufacturing. — One  of  the  important  subdivisions  of  the 
general  chemicals  industry  is  the  manufacture  of  drugs,  medicines,  and 
other  related  products,  sold  largely  Ihrough  drug  stores  and  drug 
dei)artments.  The  combined  production  of  the  industry  in  1944,  at 
manufacturei's’  price  levels,  amounted  to  more  than  $1 ,009,000,000. 
The  industry  is  highly  concentrated,  and  most  of  the  leading  corpora- 
tions have  gained  th(>ir  positions  through  mergers  and  acquisitions, 
frequently  maintaining  their  status  through  cartels  and  patent  and 
trad  e-mark  agi-eements. 

Drug  and  medicine  manufacturers  expended  a greater  proportion 
of  their  sales  revenues  for  advertising  than  any  other  industry  in  the 
country — 13.9  percent  of  every  dollar  of  sales  in  1940  was  devoted  to 
advertising.'® 

The  22  largest  drug  amlNmedicine  corporations  in  1942  reported  sales 
of  more  than  $800,000,000  or  84  percent  of  the  total  of  $951,000,000 
for  all  corporations  ri'portmg  to  the  Bureau  of  Internal  Revenue  in 
that  year.  ^^cKesson  & Robbins,  Inc.,  also  extensively  engaged  in 
the  liquor  business,  is  the  largest  of  these  companies  and  reported  sales 
of  $205,000,000,  or  22  percent  of  the  total.  The  largest  four  corpo- 
rations accounted  for  46  percent  of  the  total  sales. 

Those  figures,  however,  understate  the  extent  of  the  centralization  of 
control  in  the  industry.  Five  of  the  eh'ven  largest  drug  corporations — 
United  Drug  Co.,  American  Home  Products,  Sterling  Drug,  Inc., 
Bristol-Myers  Co.,  and  Vick  Chemical  Co. — all  stem  from  the  same 
corporate  family.  In  1928  a merger  was  effected  between  United 
Drug  Co.  and  Sterling  Products,  Inc.,  which  formed  a holding  com- 
pany known  as  Drug,  Inc.  Soon  thereafter.  Drug,  Inc.,  acquired  the 
assets  and  business  of  Bristol-Myers  Co.,  Vick  Chemical  Co.,  and 
Lifesavers,  Inc.  In  1933  these  corporations  wen*  segregated  into 
individual  operating  corporations,  although  control  remained  with  the 
same  interests.  American  Home  Products  Corp.  was  incorporated  in 
1926  by  interests  identified  with  Sterling  Products,  Inc.  These  five 
corporations  of  the  Sterling  grouj)  together  in  1942  accounted  for  29.2 
percent  of  the  total  sales  reported  to  the  Bureau  of  Internal  Revenue. 
If  the  sales  of  ^McKesson  & Robbins,  Inc.,  Merck  & Co.,  and  Kendall 
Co.  are  added  to  this,  these  four  groups  together  represent  61  percent 
of  the  total  sales. 


Ftnieral  1’ru<ic  Commission,  Iri'iuslriul  ('orporatioii  Ropttrts,  Summary  1940Situ  s,  March  15,  1943,  p.  2S. 
p.  27. 
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It  has  been  the  declared  policy  of  many  of  the  large  drug  corpo- 
rations to  expand  their  activities  through  the  acquisition  of  numerous 
smaller  drug  manufacturers  as  well  as  wholesale  dmg  houses  and  in 
some  cases  retail  drug  chains.  This  ac(piisition  movement  continued 
without  abatement  through  the  war.  There  were  60  n'corded  cases 
of  acquisitions  for  the  industry  from  1940  through  1945.  Of  tins  total, 
52  were  made  by  the  five  drug  corporations  comprising  the  Sterling 
Drug  interests.  "American  Home  Products  was  by  far  the  most  active, 
accounting  for  31  acipiisitions  during  the  war.  This  compares  with 
the  company’s  13  acquisitions  during  the  years  1930-39. 

Textile  mill  products 

Prewar  concentration. — Small-scale  operations  are  much  more  prev- 
alent among  textile  mills  than  among  the  heavy  industries  and  pro- 
duction is  decifledly  less  concentrated  there  than  in  most  other  major 
manufacturing  industries.  According  to  the  production  studies  of 
the  TNEC,  the  extent  of  concentration  was  less  in  textiles  than  in 
some  of  the  other  small-business  industries — furniture,  leather,  and 
paper— although  it  was  greater  than  that  in  the  apparel-and  lumber- 
production  industries. 

Ootton  textiles. — While  the  majority  of  the  products  in  the  cotton- 
textile  industry  are  not  highly  concentrated,  a few  large  concerns 
control  a substantial  proportion  of  the  business  in  the  assembling  of 
raw  cotton  for  cotton-textile  manufacturers.  Another  distinctive 
feature  of  the  industry  is  the  marketing  framework  of  brokers,  con- 
verters, and  selling  agents.  The  selling  agents,  or  commission  mer- 
chants, often  assume  a strategic  role  in  the  industry,  and  since  they 
are  in  closer  touch  with  the  market  than  the  mill,  frequently  govern 
the  type  of  production  and  extend  financial  assistance  to  the  mills 
they  serve. 

Asse7nbling. — In  the  1934-35  season,  11  of  the  largest  cotton  assem- 
blers bought  the  equivalent  of  27.1  percent  of  the  cotton  crop  and 
the  largest  three  acquired  20  percent  of  the  total  cotton  production. 
The  purchases  of  the  largest  cotton  middlemen,  Anderson,  Clayton 
& Co.,  amounted  to  10.3  percent  of  the  total  cotton  crop. 

Spinning. — For  the  year  1933,  14  companies  produced  slightly  more 
than  18  percent  of  the  cotton  yarn. 

Weaving. — The  control  of  the  sale  of  cotton  yarn  is  less  concentrated 
than  that  of  woven  cotton  goods.  The  15  largest  companies  produced 
40  percent  of  the  total  output  and  the  remaining  60  percent  was 
divided  among  some  725  other  firms  in  the  industry. 

Product  concentration. — The  Federal  Trade  Commission  found  an 
extremely  high  degree  of  concentration  in  the  production  of  thread. 
In  1933  there  were  only  three  thread  companies  in  the  entire  country — 
American  Thread,  3.  A P.  Coats,  and  the  Clark  Thread  Co.  Further- 
more, the  latter  two  companies  used  the  same  selling  agent. 

In  the  production  of  tire-cord  fabric  six  companies  sold  the  equiv- 
alent of  74  percent  of  the  3*ardage  manufactured  in  1933.  This 
centralization  of  control  was  chielly  the  result  of  the  fact  that  the 
leading  tire  manufacturers  also  engaged  in  the  manufacture  of  tire- 
cord  fabric.  The*  three  companies  reporting  the  largest  sales — Fire- 
stone Cotton  Mills,  Bibb  Manufa(*turing  Co.,  and  the  Good.vear  Tii*e 
& Rubber  Co.,  for  its  textile-mill  affiliates,  sold  68.5  percent  of  the 
product  with  Goodyear  accounting  for  41.3  percent  and  Firestone 
22.6  percent. 
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Eecint  horizontal  and  vertical  integrations  in  the  cotton-textile  indus- 
teg.  ^Traditionally,  the  cotton-toxtilc  industry  has  operated  along 
functional  lines  with  vertical  integration  the  exception  rather  than 
the  lule.  ^\  ith  the  enormous  war  demands,  the  declining  importance 
of  the  styling  lunction,  and  the  more  favorable  profits  to  be  secured 
from  piinted  fabrics,  howc'ver,  many  mills  )ntegrated  their  operations 
forward,  bypassing  the  converter  or  even  assuming  the  finishinf 
function  themselves.  The  resulting  unavailability  of  gray  goods  in 
the  open  market  induced  converters,  in  turn,  to  purchase  cotton  mills, 
in  01  del  to  obtain  cloth  for  printing  and  sales  to  their  regular  customers 
Normal  distribution  cliannels  were  further  altered  as  dry-goods  whole- 
salei-s  took  over  cotton  mills  to  secure  a guaranteed  supply  of  gray 
goods.  Finally,  commission  merchants,  who  normally  self  cloth  for 
particular  groups  of  mills,  have  merged  with  their  affiliated  mills  as 
a matter  of  self-protection  against  tlie  purchase  of  such  mills  by  out- 
side interests. 

The  selling  wave  that  developed  during  the  latter  part  of  the  war 
resulted  in  the  change  of  ownership  of  approximately  one-fifth  of  the 
cotton  spindles  and  a similar  proportion  of  the  industry’s  cotton 
looms.  Many  of  these  mills  were  accpiired  by  other  cotton  mills. 
llowe\  er,  of  all  the  sjiindles  tliat  changed  hands  nearly  oiK'-third 
were  acquired  by  garment  makers,  while" commission  merchants  and 
conyertei-s  together  accounted  for  the  acipiisition  of  one-fifth  of  the 
facilities  that  cliangi'd  ownership. 

ll  ool  manviacturing . — P>onomic  concentration  is  considerably 
greater  in  wool  manufacture  than  in  cotton.  In  the  majority  of  the 
products,  the  four  largest  producers  account  for  greater  than  ,50 
percent  of  the  output,  and  for  some  they  account  for  from  80  to  90 
percent  of  the  output.  American  Woolen  Co.  is  by  far  the  largest 
wool  and  worsted  company  in  the  countrv  and  was ‘the  leading  con- 
tractor for  most  of  the  cloth  requiri'd  by  the  Quartermaster  Corjis 
during  the  war.  It  received  17  percent  of  Ihe  aggregate  dollar  value 
of  the  contracts  for  a selected  list  of  cloth  items  required  by  the 
Army. 


Stone,  clay,  and  glass 

This  group  covers  a vjiriety  of  industries,  in  which  there  is  compara- 
tively little  overlapi)ing,  such  as  glass  products,  cement,  pottery,  clay 
products,  gypsum  products,  lime,  and  otliers.  The  basic  nuUe'rials  — 
stone,  clays,  sands,  etc  tend  to  be  localized  both  g{'ographicaIly  and 
by  industry  use;  they  do  not  cut  across  the  entire  industry  group  as 
basic  steel  cuts  across  steel  iiroducts. 

Gleiss  products —Glass  containers. — Concentration  in  this  industrv  is 
relatively  higli  ajid  is  linked  to  control  of  tlie  basic  processes  by  two 
com])anies— Owejis-Illinois,  which  uses  its  rnacliinery  in  its  own  fac- 
tories; and  Hartford-Empire,  which  licenses  its  machincrv  to  manu- 
facturers of  containers.  Prior  to  1924  there  was  constant  feuding 
between  the  two  companies,  which  was  finally  resolved  by  a cross- 
licensing  arrangement. 

The  licensing  policy  followed  by  Ilartford-Empire  restricted  “ma- 
chines only  to  selected  manufacturers  of  the  better  type,  i-efusing  many 
licensees  whom  we  thought,  would  be  price  cutters.”  The  company 
also  “restricted  their  fields  of  manufacture  in  each  case  to  certain 

Cf.  To?rtile  World,  July  1940. 
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specific  articles,  with  the  idea  of  preventing  too  much  competition,” 
and,  “in  order  to  retain  more  complete  control  of  the  situation,”  the 
company  “retaine<l  title  to  the  machines  and  simply  leased  them  for  a 
definite  period  * * is 

This  practice,  combined  with  the  rapid  technologicul  progress  which 
resulted  from  continued  reseai’ch  by  the  two  companies,  effectively 
limited  competition  in  the  industry.  By  1937  there  were  only  40 
companies  manufacturing  glass  containers;  5 of  these  produced  more 
than  two-thirds  of  the  total  glass  containers  made.  Owens-Illinois 
in  its  own  plants  accounted  for  31  percent;  Hartford-Empire  licensees, 
65  percent;  and  the  four  small  independents,  4 percent.^®  • 

The  Hartford  system  of  licensing  restricts  competition  even  more 
than  these  figures  hidicate,  since  the  equipment  is  leased  for  specific 
uses. 

Sheet  glsss. — Sheet  glass  is  used  primarily  in  building  construction, 
laminated  glass  for  automobiles,  airplanes,  etc.,  and  in  various  types 
of  furniture,  picture  frames,  mirrors,  and  other  small  articles. 

There  has  been  a trend  toward  concentration  in  this  industry  re- 
sulting in  large  measure  from  the  introduction  of  mechanical  produc- 
tion methods.  In  1900  there  were  100  producing  plants;  in  1917,  82; 
in  1935,  13;  in  1943,  only  12.^°  These  12  plants  were  operated  by  only 
seven  companies.  More  than  75  percent  of  the  total  output  in  the 
last  few  years  was  produced  by  Libby-Owens-Ford  Glass  Co.,  with 
two  plants;  Pittsl)urgh  Plate  Glass  Co.,  with  three  plants;  and  Amer- 
ican Window  Glass  Co.,  with  three  plants.  The  other  four  companies 
each  have  one  plant.  These  four  are  affiliated  into  a single  selling 
organization,  the  Fourco  Glass  Co.^^ 

Plate  glass. — Plate  glass  differs  from  sheet  in  being  ground  and 
polished.  A new  production  method  was  developed  in  1922  and 
1923  by  F'ord  Motor  and  Pittsburgh  Plate  Glass  Co. 

To  assure  supplies,  the  automobile  manufacturers  entered  the 
business.  General  Motors,  Durant,  and  Ford  all  having  companies. 
These  were  later  sold  to  the  glass  companies,  except  for  Ford’s. 
About  75  percent  of  total  plate-glass  production  is  now  used  for 
automobiles,  particularly  since  the  introduction  of  laminated  plate 
glass  for  windshields,  which  involves  twice  the  area  of  glass  per  car. 

Libby-Owens-Ford  and  Pittsburgh  together  made  95  percent  of 
all  the  plate  glass.  Ford  ]\Iotor  Co.  has  45,000,000  square  feet  annual 
capacity  (Luhted  States  annual  production  amounts  to  200,000,000), 
but  has  not  produced  much  glass  since  1931.*^ 

Libby-Owens-Ford  and  Pittsburgh  are  each  a joint  owner  with 
Corning  tseo  below)  of  a company  organized  for  the  production  of 
special  types  of  glass.  In  addition,  Pittsburgh  and  Union  Carbide 
& Carbon  have  worked  together  on  a special  type  of  glass  which 
stietches  and  bends.  There  is  also  considerable  backward  integration 
by  the  big  companies  to  insure  supplies  of  raw  materials  and  fuels. 

Specialty  glass. — Prior  to  a successful  Government  antitrust  suit 
in  1939,  Coriling  Glass  Works  hehl  a virtual  monopoly  in  technical 
and  specialty  glassware.  Corning  does  not  manufacture  either  flat 

IS  TNEC  hoariiiKS,  pt.  2,  p.  769. 

i»  I hill.,  pp.  762-763. 

20  U.  S.  Tariff  Commi.'Jsion,  War  Chanpes  in  Industry,  Report  No.  9,  Sheet  (Window)  Glass,  February 
1945.  p.  14. 

21  Ibid.,  p.  13. 

22  Alderfer  and  Michl,  op.  cit.,  p.  209. 
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I class  or  containers,  bvit  it  makes  Pyrex,  Plaineware,  chemical  glass- 
vare,  Steuben  crystal,  railroad  and  ship  signal-lenses,  and  glass  bulbs, 
ubing,  and  cane  for  incandescent  lamps  and  vacuum  tubes.  The 
>iggest  line  is  in  lamps:  Corning  makes  the  glass  for  45  percent  of 
nil  light  bulbs  sold  in  the  United  States.-^ 

As  early  as  1916,  Corning  had  made  a d(>al  with  Hartford-P’'airmont 
'V’hich  operated  until  1939,  by  which  the  latter  was  not  to  license  its 
( ontainer  machines  to  possible  specialty  glass  competitors  of  Corning. 
This  arrangement  protect('d  Coming’s  specialties  even  after  the 

< xpiration  of  the  patents  on  them.)  In  return  Hartford-P'airmont 

1 cquired  the  rights  to  license  Corning  and  Phnpire  (organized  lo  ilo 
machinery  research  for  Corning)  container  pah'uts.  Since  Empire’s 
( ontainer  patents  were  in  conflict  with  Hartford’s,  the  license  privilege 
’vas  useful  to  the  latti'r.  Latei’  Hartfonl-P^iirmont  and  p]mpire  were 
merged;  by  agreements  made  by  the  new  company  with  Owens,  the 
latter  became  prominent  in  the  container  field  and  Corning  maintained 
]ts  dominance  of  the  noucontainer  glass  indu.-'try. 

As  a result  of  the  Justice  Uepartment’s  antitrust  action  in  1939, 

< 'orning’s  agreement  with  Hartford  was  canceled,  and  all  manufac- 
1 urers  of  coTitainers  may  now  use  their  Hartford  machines  for  specialty 
glass.  Coming’s  hearl  start  and  active'  rese'aich,  however,  have  kept 
i:  in  the  dominant  position. 

Thei-e  are  in  existence  only  12  of  the  Corning-ih'veloped  ribbon 
1 lachines^  for  manufacturing  incandescent  bulbs;  Corning  owns  7 and 
Oeneral  Ellectric,  5.  Their  combined  ca])acity  is  about  double  Ihiited 
^ fates  refiuu-ements.  General  IHectric,  l)y  a 1928  agreement,  is 
U'ciuired  to  buy  6 to  12  percent  of  its  glass-bulb  needs  from  Corning, 
Mid  Coming  is  to  maintain  sufRcient  facilities  for  30  to  35  percent 
(f  United  States  requirements.  Two  Depai-tment  of  Justice  suits 
t3  break  up  this  agreement,  which  does  not  expire  until  1950,  were 
] ostponed  because  of  the  war,  at  Army  and  Na\\y  request. 

Corning  has  teamed  up  with  other  conqianies  to  produce  other 
] roducts: 

1.  fdttsburgh-Corning  Corp.  (with  Pittsburgh  Plate  Glass)  to  make 
jilass  blocks  foi‘  construction  and  foamglas  for  insulation.  ''Phis  com- 
] any  uses  the  existing  Pittsburgh  channels  of  distribution  for  con- 
s;ruction  materials. 

2.  Owens-Corning-Fiberglas  Corp.  (with  C)wen.s-Illii’iois)  to  make 
sum  glass,  taking  advantage  of  Owens’  advanced  research  on  spun- 
glass  fibers. 

3.  Dow'-Corning  Corp.  (with  Dow'  Chemical  Co.)  to  make  silicones 
fulicon  sealing  compounds). 

(ii/psnm  product.^. — In  1935  four  firms  accounted  for  76.1  percent 

0 f the  total  value  of  products.  Since  some  of  the,  products  are  specialty 

1 crus,  concentration  in  some  branches  is  even  higher. 

For  gypsum  board,  which  is  not  only  fireproof  but  which  has  also 
s 'rved  as  a wartime  substitute  for  wood  in  construction,  3 com- 
panies with  26  plants  produced  86.4  pi'rcent  of  total  output  in  the 
li-St  (puirter  of  1943,  and  7 companies  with  I jilant  each  w'ere  respon- 
s ble  for  the  remaining  13.6  percent.'^  The  3 largest  producers  of 
gvpsum  products  are  United  States  Gypsum  Co.,  National  Gypsum 

13  Ktjrlunf,  July  HMn. 

Ownrd  by  Hopch-Nut  I’ackin?  Co. 

13  OCR  approved  Production  Digest,  Gypsum  Lath,  Wall  Poard,  and  Sheathing,  September  19,  1944. 
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Co.,  and  Certain-teed  Products  Corp.  (of  which  Cclotex  is  the  largest 

Mctal-edged  gypsum  plank,  which  was  also  widely  used  dining  t e 
war,  is  produced'by  only  two  companies  in  six  plants.  — Fnitcd  btates 
Gypsum,  with  60  percent,  and  Certain-tced  1 roducts,  with  40  percent, 

of  total  output."®  . , , . 

Abrasives  —Although  there  are  about  125  eompames  maiiufactuim,., 

abrasives  and  abrasive  products,  the  production  of  abrasive  grams  is 

essentially  a two-compauy  iiulustry.  nmuiTiL 

domestic  and  two  foreign  subsidiaries,  had  1944  assets  of  $bo,000,0(iu, 

the  Carborundum  Co.  had  assets  of  $36,000,000  in  t^'  same  year. 
These  two  completely  overshadow'  all  others  hi  thc'  industry.  More- 
over, even  these  tw  o are  not  in  direct  competition.  Norton  has  virtual 
control  over  alumina  grain-type  abrasives,  whereas  C arliorundum, 
with  a smaller  share  of  the  Inisiness,  specializes  in  the  silicon  carbide 

abrasives  on  which  it  bolds  the  patents.  r i 

The  top  four  companies  in  1935  produced  67.4  percent  of  tlic  value 

of  product;  the  top  eight,  74.3  percent.  How;eyer,  specialties  are  even 
more  concentrated,  as  certain  companies  specialize  in  coated  abrasives, 

' I (*  * 

Cement. — Concentration  in  cement  jiroduction  on  a natiomil  scale 
is  relativi'lv  high  considering  the  nature  of  the  industry,  but  is  even 
more  eoneeiitrated  on  a regional  basis.  Cement  mills  must  be  located 
near  the  source  of  raw  materials.  On  the  other  hand,  cement  niusL 
be  made  near  a market  because  of  the  high  freight  costs  pei'  unit. 

In  1937  there  wen*  75  companies  producing  cement  , 39  percent  ol 
llie  total  United  States  capacity  was  in  the  hands  of  5_  eompiuues-- 
I’niversal  Atlas,  a subsidiary  of  the  United  States  Steel  Co.;  Uehign 
Portland  Cement  Co. ; International  Cement  Corp.  (Lone  Star) ; Alpha 
Portland  Cement  Co.;  and  Pennsylvania  Dixie  Cement  Corp.  1 he 
next  5 companies  have  15  percent  of  the  total  capacity. 

The  character  of  the  concentration  of  cement-producing  capacity  is 
deciilcdlv  more  marked  when  consideration  is  given  to  the  individual 
prodiiciug  districts  in  various  parts  of  the  country.  Thus,  the  me 
largest  producers  in  the  highly  industrialized  eastern  1 
New  Jersey,  and  Marvdand  tlistrict  (accounting  for  one-hith  of  the 
country’s  cement  capacitv)  held  49  percent,  and  the  largest  10  pro- 
ducers held  68  percent  of  the  capacity,  as  compared  to  the  national 
averages  of  39  and  55  percent,  respectively.  The  five  largest  com- 
panies in  the  country  are  the  leaders  within  that  particular  district 
In  each  of  the  12  producing  distnets,  the  percentage  of  capacity  held 
bv  the  5 largest  companies  within  the  district  is  higher  than  the 
percentage  held  bv  the  5 largest  companies  in  the  country  as  a 
whole.  In  two  of 'the  districts  the  five  largest  companies  held  over 
80  percent  of  the  capacity;  in  two  others  they  held  from  70  to  ^ 
percent;  irl  four  others  they  held  from  60  to  70  percent,  and  m the 
remaining  four  districts  they  held  from  49  to  60  percent.  In  1 
producing  district  the  largest  5 producers,  w'lthm  the  district,  held 
94  percent  of  the  capacity,  and  in  8 of  the  12  districts  there  were 

fewer  than  10  producers  altogether  in  the  area. 

The  multiple  hasing-point  pricing  system  is  employed  m the  cement 
industry.  To  the  extent  that  there  is  price  competition  m the  in- 
dustry, therefore,  it  is  fonnahzed  in  a set  geographical  pattern. 

2«  OCR  approved  Production  Diiiost.  Mctal-Edgcd  Oypsum  Plank.  September  19,  19-i4. 
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Food  and  kindred  products 

Summary —The  percentage  of  the  total  business  in  the  various  food 
and  hquor  industries  centraUzed  in  the  thrtie  largest  concerns  and  the 
largest  concern  in  various  lines  is  indicated  as  follows: 

Percentage  of  total  busi- 
ness controlled  by— 

Industry  

3 largest  Largest 


firms  I single  firm 


Food:  1 

Grocery  retailing 

Meatpacking... fo 

Dairy  products:  ^ 

Butter Q 

Cheese  o 

Condensed  and’evapoVaYedmilic^^^  S ^ 

Flour  miUing ‘ ^ ^ 

Bread  baking ^ " 

Canned  vegetables- I 

Canned  fruits 

Liquor:  — ^ 15 

Brewing  ,,  . 

Distilled  liquors  ^ r.JriJ'rjrrr ie  IQ 

Wines  * (storage  capacity). ^ Jj 


* (1930's)  TNEC  Monograph  No.  35,  p.  90. 

3 noAil  of  America,  a National  Survey  of  the  Brewing  Industry,  4th  edition,  1942,  p 63 

(1941)  whisky  produaion  estimated  from  data  shown  in  testimony  submitted  by  W J Thomas  Federal 

” House  Judiciary  Committee  hearings  on  H.  R.  2357,  Sept.  20,  1945,  pp.  268-269. 

sho^  in  testimpny  submitted  by  Edward  W.  Wootton,  W^hington  repre- 
sentative of  the  wine  mdustry,  m Senate  Judiciary  Committee  hearings  on  S.  Res,  206,  Jan,  13, 1944,  p.  337. 

Food  industries — retail  chain  grocery  stores. — One  of  the  most  signifi- 
cant movements  toward  large-scale  operations  that  occurred  between 
the  two  World  Wars  was  the  rise  in  importance  of  the  five  large 
corporate  grocery  chains.  These  chains  grew  to  a point  of  handling 
nearly  25  percent  (while  all  grocery  chains  handled  nearly  40  per- 
cent) of  all  the  food  products  sold  through  retail  outlets  before  the 
war.  During  the  war,  however,  their  proportion  of  total  sales  de- 
clined. What  is  perhaps  more  significant  for  the  postwar  years  is 
the  fact  that  they  have  continued  the  integration  of  their  operations 
back  into  the  processing  and  handling  of  foods,  in  order  to  produce 
their  own  brands  to  compete  directly  with  those  of  other  food  con- 
cerns. All  of  the  systems  operate  their  own  warehouses  and  hence 
have  virtually  no  dealings  with  the  specialized  grocerv  wholesaler. 
They  also  operate  bakeries,  meat-packing  plants,  milk  plants,  coffee- 
roasting  plants,  canning  factories,  and  even  printing  establishments. 
Whitehouse  Milk  Co.,  subsidiary  of  the  Atlantic  & Pacific  Tea  Co., 
is  the  third  largest  firm  in  the  canned  milk  industry.^^ 

Meat  packing. — The  meat-packing  industry  reached  a high  state  of 
centralization  in  the  hands  of  four  or  five  leading  concerns  more  than 
50  years  ago,  largely  as  an  outgrowth  of  the  application  of  mass  pro- 
duction methods  to  the  processing  and  distribution  of  meats  and  the 
development  of  artificial  refrigeration.  At  the  turn  of  the  century 
the  five  largest  packers  purchased  nearly  half  the  animals  sold  for 
slaughter,  and  at  the  beginning  of  the  First  World  War  they  slaugh- 
tered 82  percent  of  all  cattle,  86  percent  of  all  sheep,  and  61  percent 
of  all  hogs.*® 

27  TNEC  Monograph  No.  35,  p.  12. 

« Federal  Trade  Commission,  Agricultural  Income  Inquiry,  pt.  1,  Principal  Farm  Products,  1937,  p.  198. 
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Shortly  following  the  First  Wnrld  W^ar  many  small  interior  packers 
entered  the  business  when  the  motor  truck  made  it  feasible  to  slaughter 
hogs  nearer  the  point  of  production  and  thus  effect  savings  in  trans- 
portation, marketing,  and  yardage  costs.  This  decentralization 
brought  a decline  in  the  proportion  of  all  animals  slaughtered  by  the 
Big  Four  from  71  percent  in  1916  to  59  percent  in  1929. 

In  the  early  thirties,  however,  the  big  packers  bought  up  a number 
of  the  interior  packers  and  constructed  new  plants  closer  to  the  sources 
of  livestock  supply,  with  the  result  that  their  percentage  of  all  animals 
slaughtered  rose  to  66  percent  by  1935,  the  chief  recovery  taking  place 
in  hog  slaughter. 

The  large  meat  packers  are  highly  integrated,  both  in  the  direction 
of  the  farmer  and  toward  the  retailer  of  their  products.  They  have 
assumed  many  of  the  assembling  functions  of  livestock  middlemen 
and  have  undertaken  the  wholesaling  and  distrilniting  functions  in 
most  instances.  Their  operations,  furthermore,  are  by  no  means 
limited  to  meats.  The  five  big  packers  have  at  times  produced  about 
one-fifth  of  the  domestic  fertilizer,  three-fourths  of  the  hides,  and 
nearly  one-third  of  the  cottonseed  oil.^  They  were  important  dis- 
tributors of  butter  and  eggs  and  handled  at  least  half  of  the  inter- 
state sales  of  cheese,  Tlirough  subsidiaries,  they  engaged  in  the 
canning  of  fruits  and  vegetables  (given  up  under  consent  decree  of 
1920),  and  several  of  them  distributed  a general  line,  of  groceries  to 
retailers  and  a few  operated  retail  meat  markets  and  grocery  stores. 

Dairy  products. — During  the  last  two  decades  the  dairy  industry 
witnessed  an  enormous  gi-owth  of  large-scale  organization.  Prior  to 
the  First  W orld  War  the  industry  was  almost  exclusively  one  of  many 
small,  local  establishments,  independent^  owned  or  under  producer 
cooperatives.  With  the  exception  of  the  meat-packing  industry, 
which  had  been  an  important  source  of  butter  and  cheese,  there  were 
no  corporations  handling  dairy  products  on  a national  scale. 

In  the  past  20  years,  however,  large  corporations  have  gained  a 
dominant  position  in  all  branches  of  dairy  manufacturing  and  distri- 
bution. At  the  present  time,  the  dairy  industry  is  largely  divided 
between  the  giant  dairy  corporations,  the  big  meat  packers,  the  na- 
tional chain-store  systems,  and  the  large  dairy  marketing  cooperatives. 

As  indicated  above,  the  three  largest  firms  sell  63  percent  of  the 
cheese,  44  percent  of  the  condensed  and  evaporated  milk,  and  23 
percent  of  the  butter.  In  the  case  of  fluid  milk  11  dairy  companies 
distributed  18  percent  of  the  total  volume,  while  the  largest  3 sellers 
accounted  for  16  percent  of  the  total.  In  great  city  markets,  however, 
the  concentration  is  much  greater — -3  distributors  accounted  for  63 
percent  in  Boston,  69  percent  in  St.  Louis,  84  percent  in  Phoenix, 
Ariz.,  and  90  percent  in  San  Diego,  Calif. 

Big  dairy  corporations  .—The  period  of  greatest  gi'owth  for  the  big 
dairy  corporations  was  in  the  late  twenties  and  early  thirties.  National 
Dairy  Products  Co.  acquired  more  than  360  dairy  firms  throughout 
the  United  States  since  its  incorporation  in  1923,  and  the  value  of  its 
sales  has  increased  more  than  40  times.  The  Borden  Co.  also  achieved 
its  position  chiefly  through  acquisitions  of  established  dairy  concerns. 
In  its  most  active  period,  1928  to  1931,  it  acquired  207  going  concerns 
engaged  in  some  branch  of  the  dairy  or  allied  industries;  of  these,  90 

2®  TNEC,  op.  cit.,  p.  16; 
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were  engaged  in  fluid-milk  distribution,  58  in  ice  cream,  13  in  cheese, 
and  10  in  milk  byproducts. 

It  was  the  general  policy  of  these  corporations  to  acquire  capital 
stock  where  no  interstate  commerce  or  competition  was  involved  and 
to  acquire  the  assets  where  the  acquisition  might  raise  the  question 
of  violation  of  section  7 of  the  Clayton  Act. 

Flour  milling. — Immediately  following  the  conclusion  of  the  First 
World  War,  there  began  a series  of  mergers  and  consolidations  among 
the  milling  companies  which  residted  in  the  closing  of  rnany  of  the 
smaller  plant  units  and  the  concentration  of  production  in  the  giant 
flour  mills  of  today.  As  early  as  1921  about  23  percent  of  the  country’s 
total  output  of  flour  was  handled  by  51  companies.  'In  1934,  3 com- 
panies milled  29  percent  of  the  total  production,  with  the  largest 
single  company  accounting  for  16  percent  of  the  total. 

The  big  companies’  proportion  of  the  total  business  of  the  milling 
industry  is  slightly  smaller  in  terms  of  flour  than  in  terms  of  wheat, 
because  they  use  proportionately  more  of  their  grain  for  purposes  such 
as  the  making  of  cereals.  Hence,  the  largest  single  company  handled 
about  23  percent  of  the  total  volume  of  wheat  produced  for  commercial 
uses,  while  the  three  leading  firms  accounted  for  38  percent  of  the 
total. 

The  three  largest  flour-milling  companies  at  the  present  time  are 
the  General  Mills,  Inc.,  the  Pillsbury  Mills,  Inc.,  and  the  Commander- 
Larrabie  Corp.,  control  of  which  was  secured  by  the  Archer-Daniels- 
Midland  Co.  in  1930.  General  Mills  reported  sales  of  $281,000,000 
in  1944  as  compared  with  $190,000,000  for  Archer-Daniels-Midland 
Co.,  which  owns  Commander-Larrabie  Corp.  and  $133,000,000  for 

Pillsbury  Mills,  Inc.  . • j 

Bread  baking. — Of  the  two  major  divisions  in  the  baking  industry, 
bread  baking  is  considerably  less  concentrated,  on  a Nation-wide 
basis,  than  the  baking  of  biscuits  and  crackers.  Because  of  the  rapid 
perishability  of  bread,  it  is  usually  confined  to  a market  area  of  75  to 
100  miles,  and  most  bakers  supply  only  the  immediate  neighborhood. 
This  fact,  however,  had  not  prevented  a substantial  movement  toward 
concentration  in  the  industry.  The  four  leading  bakery  concerns  in 
1928  baked  about  one-fifth  of  the  total  commercial  supply  of  bread.®® 
Another  10  or  15  percent  is  probably  supplied  by  the  four  or  five 
leading  grocery  chains,  leaving  approximately  half  of  the  production 
in  tlie  hands  of  independent  bakeries.®*  The  four  largest  baking  con- 
cerns are  Continental  Baking  Corp.,  General  Baking  Co.,  Ward  Bak- 
ing Corp.,  and  Purity  Bakeries. 

In  1926,  W.  B.  Ward  attempted  to  consolidate  three  of  the  largest 
bakery  concerns  under  the  Ward  Food  Products  Corp.  The  Federal 
Trade  Commission,  however,  blocked  this  plan  through  a consent 
decree,  and  the  three  companies  (Ward,  Continental,  and  General) 
have  been  nominally  independent  in  their  operations  since  that  time. 

Biscuits. — The  three  leading  biscuit  companies  are  the  National 
Biscuit  Co.,  the  Loose-Wiles  Biscuit  Co.,  and  the  United  Biscuit  Co. 
In  the  early  tw'enties  the  National  Biscuit  Co.  had  about  55  percent 
of  the  cracker  and  biscuit  business  of  the  country  and  the  three  lead- 
ing concerns  together  had  well  over  three-fourths  of  the  total.®® 

30  Federal  Trade  Commission,  Competition  and  Profits  in  Bread  and  Four,  S.  Doc.  No.  98  (70th  Cong.), 
1928.  p.  19. 

« TNEC.  op.  cit..  p.  48. 

M Federal  Trade  Commission  Decisions,  vol.  VII,  pp.  206-228. 
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The  National  Biscuit  Co.  is  an  integrated  concern  owning  a large 
number  of  bakeries  located  in  many  States.  It  owns  four  flour  mills 
that  supply  approximately  80  percent  of  its  need . The  industry  as  a 
whole  is  highly  organized  and  dominated  by  considerably  fewer  com- 
panies than  is  the  case  in  bread  baking. 

Fruit  and  vegetable  canning.- — Although  many  individual  firms  oper- 
ate in  the  canning  of  fruits  and  vegetables  in  various  sections  of  the 
country,  two  outstanding  corporations — California  Packing  Corp. 
and  Libby,  McNeill  & Libby— are  by  far  the  largest  of  a dozen  big 
corporations  operating  chains  of  canneries. 

Libby,  McNeill  & Libby  w'as  developed  as  a subsidiary  of  the  meat- 
packing firm  of  Swift  & Co.  Under  the  consent  decree  of  1920,  how- 
ever, the  meat  packers  were  required  to  give  up  their  interests  in  the 
canning  of  fruits  and  vegetables,  and  since  that  time  Libby,  ^McNeill 
& Libby  has  operated  as  a nominally  independent  conceni.  Like  the 
Cafifornia  Packing  Corp.,  it  is  engaged  in  the  canning  business  on  a 
national  scale,  and  carries  on  many  related  enterprises,  including  the 
canning  of  fruits  and  vegetables,  salmon,  meat,  pineapple,  and  other 

tropical  fruits.  . 

Sugar  refining — cane  sugar. — The  American  Sugar  Refining  Co.  re- 
fines from  one-fourth  to  one-sixth  of  all  the  sugar  consumed  in  the 
United  States.*®  The  next  largest  company  is  the  National  Sugar 
Refining  Co.,  with  about  14  percent  of  the  industry’s  capacity.®* 
This  company  is  controlled  in  part  by  the  American  Sugar  Refining 
Co.,  through  stock  ownership.  The  third  largest  company  is  the 
California  & Hawaiian  Co.,  with  about  11  percent.  These  three 
companies  together  control  slightly  more  than  half  of  the  industry’s 
capacity. 

Bed  sugar. — Approximately  one-third  of  all  the  sugar  beets  grown 
domestically  are  processed  by  the  Great  Western  Sugar  Co.,®®  whose 
operations  are  substantially  greater  than  its  closest  rivals,  the  Holly 
Sugar  Corp.,  and  the  Utah-Idaho  Co.  The  beet  sugar  companies 
maintain  a substantial  measure  of  control  over  their  raw-material 
supply.  Some  engage  directly  in  the  growing  of  sugar  beets,  while 
others  either  own  their  own  farms,  which  are  worked  by  tenants,  or 
buy  their  beets  from  independent  farmers  on  a contract  basis. 

Packaged  foods. — No  analysis  of  the  food  industiies  would  be  com- 
plete without  mention  of  the  two  large  food  corporations  which  have 
grown  up  since  the  First  World  War,  dealing  m a wude  variety  of 
specialty  food  products,  including  bieakfast  cereals,  gelatins,  mayon- 
naise, chocolate  bars,  coffee,  and  many  other  products.  The  largest 
of  these.  General  Foods  Corp.,  manufactures  and  distributes  on  a 
Nation-wide  basis,  chiefly  to  wholesalers  and  grocery  chains,  a wfide 
variety  of  food  products  mainly  in  packaged  form,  including  cereals, 
coffee,  tea,  desserts,  chocolate,  baking  powder,  salt,  processed  coconut, 
cake  flour,  canned  and  quick-frozen  fruits  and  vegetables,  and  quick- 
frozen  seafoods. 

Another  large  corporation  in  this  field,  -Standard  Brands,  Inc., 
produces  and  distributes — principally  tlirough  an  agency  distribution 
system — yeast,  coffee,  tea,  malt  extracts,  margarine,  cheese,  and  other 
food  products  to  grocery  stoics  and  bakeries.  In  addition,  the  com- 


3»  TNEC,  op.  cit.,  p.  57. 
w Alderfer  and  Michl,  op.  cit.,  p.  450. 
"TNEC,  op.  cit.,  p.  57. 
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pany  produces  and  sells,  through  independent  distributors,  liquors 
and  pharmaceuticals. 

The  third  large  company  in  this  type  of  activity  is  the  Best 
Foods  Co. 

In  the  case  of  each  of  these  companies,  tlieir  expansion  was  accom- 
plished largely  through  the  acquisition  of  other  firms. 

Beverages — brewing. — At  the  end  of  1941  there  were  about  500 
operating  breweries  in  the  United  States,  as  compared  with  605  in 
1939,  666  in  1935,  and  1,204  in  1914.^®  Thiise  ranged  m size  from  the 
largest,  producing  3.1  million  barrels,  to  very  small  establishments 
producmg  only  5,000  barrels  or  less.  Only  seven  companies  pro- 
duced 111  excess  of  a million  barrels  annually  and  the  combined  output 
of  these  companies  represented  better  than  one-fifth  of  the  country’s 
total  production.  The  largest  of  the  companies,  Anheuser-Busch, 
with  plants  in  St.  Louis,  Mo.,  accounted  for  5.4  percent  of  the  total, 
and  did  not  far  surpass  its  closest  rivals,  Pabst,  Schlitz,  Schaefer, 
Ballantine,  Ruppert,  and  Falstaff.  The  25  leading  companies  in  the 
industry  produced  41.5  percent  of  the  total  output. 

Distilled  liquors. — Distilling  is  more  concentrated  industry  than 
brewing,  and  the  industry  is  more  highly  localized.  Kentucky  is  the 
leading  State,  followed  by  Illinois,  Indiana,  and  Pennsylvania,  the 
four  States  together  producing  some  85  percent  of  the  output. 

In  January  1945  there  were  139  distilleries  m the  United  States,  of 
which  114  were  in  operation.  The  Big  Four — Distillers  Coiq>.-Sea- 
gram’s.  Ltd.,  Schenley  Distillers  Corp.,  National  Distillers  Products 
Corp.,  and  Hiram  "VValker-Gooderham  & Worts,  Ltd. — controlled 
43  of  these  (of  which  35  were  in  operation),  as  contrasted  to  5 dis- 
tilleries operated  by  the  same  companies  m 1933  under  prohibition, 
out  of  a total  of  7 which  produced  medicinal  whisky. 

A total  of  37  of  the  distilleries  now  under  the  Big  Four  were  acquired 
in  the  years  since  1933  either  by  purchase  of  assets  or  capital  stock. 
In  the  last  normal  year,  1941, 'the  Big  Four  distillei-s  produced  61 
percent  of  the  total  whisky  output,  and  anothei  15  percent  was  pro- 
duced by  the  five  largest  independents.®®  Since  that  time  the  pro- 
portion maintained  by  the  Big  Four  has  declined  to  48  percent  m 
January  1945,  while  that  of  the  largest  independents  (four  in  number 
now,  since  Frankfort  Distilleries  was  acquired  by  Distillers  Corp.- 
Seagrams,  Ltd.,  in  October  1943)  rose  to  22  percent.  The  balance 
of  the  industry  produced  30  percent  of  the  total  in  January  1945,  as 
compared  with  24  percent  in  1941. 

Faced  with  a shortage  of  whisky  barrels,  the  distillers  have  taken 
over  almost  the  entire  tight  cooperage  industry  of  the  country.  A 
list  of  the  acquisitions  reported  during  the  past  2 years  is  as  follows: 

Alcohol  Tax  Unit,  Bureau  of  Internal  Revenue;  Census  of  Manufactures. 

Two  were  operated  under  lease. 

w Brown-Forman  Distillers  Corp.,  the  American  Distilling  Co.,  Continental  Distilling  Corp..  Park 
Tilford  Distillers,  Inc.,  and  Frankfort  Distilleries. 
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Tight  cooperage  firms  acquired  by  distillers 


Distiller 

Company  acquired 

Date  of  acquisition 

1.  Fleischraan  Distillinc  Corp 

2.  National  Distillers  Products  Corp 

3.  National  Distillers  Products  Corp. 

4.  Schenley  Distillers  Corn 

6,  Schenley  Distillers  Corp,.. 

6.  Continental  Distilling  Corp 

7.  Merchants  Distillery  CoJ 

8.  Hiram  Walker 

9.  Franklin  County  Distilling  Co... 

10.  Distillers  Corp. -Seagrams,  Ltd.. 

Joseph  Oker  Sons,  Cincinnati 
Motor  Wheel  Corp.,  Memphis. 

Chickasaw  Wood  Products  Co.,  Memphis  U 

Louisville  (Ky.)  Cooperage  Co 

Chess  & Wymond,  Inc.,  Louisville,  Ky 
Knabb  Barrel  Co.,  Inc.,  Marcus  Hook,  Pa.. 
Terre  Haute  (Ind.)  Cooperage,  Inc 
National  Cooperage  & Woodentyare  Co., 
Peoria,  111. 

Carupbollsville  Cooperage  Coro 
Allied  Barrel  Corp.  Oil  Citv.  Pa 

Third  quarter  1945. 
Second  quarter  1W5. 
First  quarter  1946. 
Fourth  quarter  1944. 
Second  quarter  1916. 
First  quarter  1946. 
Do. 

Second  quarter  1946. 

First  quarter  1946. 
Fourth  quarter  1916. 

cenUn  De^Sr  Chickasaw  in  March  1931  but  interest  reduced  to  25.2  per- 

tXU  acqui^eTremain^^  Merchants  Dis- 

ISsVlio  to  purchase  complete  inventories  of  bulk  whiskies  of  Merchants  for 

approximate  y equal  instalments  during  5-year  period  ending  June  2,  1946. 
In  this  connection,  Schenley  acquired  trade-marks  and  goodwill  of  Merchants’  case  goods  business. 

Note  —In  addition,  Brown-Forman  Distillers  Corp.  bought  a plant  from  Wood  Mosaic  Co.,  Louisville 

U organf^ed 

Some  10  tight  cooperage  companies  have  been  absorbed  by  the  large 
distillers,  and  it  is  estimated  that  their  captive  capacitv  represents 
upward  of  85  percent  of  the  total  productive  facilities  of  the  industrv. 

W ines. — In  addition  to  the  acquisition  of  distilleries,  whisky  stocks, 
tight  cooperage  firms,  and  at  least  one  sizable  brewery,  the  laro^e 
distillere  recently  acquired  interests  in  the  wine  industry,  primardy 
m California.  As  a result  of  acquisitions  of  such  companies  as  Cresta 
Blanca  ™mc  Co.,  Inc.,  and  the  Roma  Wine  Co.  on  the  part  of  the 
bchenley  Distillers  Corp.,  the  Italian-Swiss  Colonv  on  the  part  of 
National  Distillers  Products  Corp.,  Paul  Masson,  Inc.,  on  the  part  of 
Joseph  L.  Seagram  & Sons,  Inc.,  and  R.  Martini  Wine  Co.,  Inc.,  on 
the  part  of  Hiram  Walker,  Inc.,  the  Big  Four  distillers  in  1942  pro- 
duced about  20  percent  of  California’s  total  wine  output.  It  is  further 
estimated  that  the  distillers  are  in  possession  of  nearly  one-fourth  of 
the  storage  capacity  for  wines  and  that  as  of  September  1943  they 

^ ^ 30,000,000  gallons  or  about  50  percent  of  all  wine  then 

aging.®® 

Leather  and  leather  products 

As  a whole,  the  leather  industry  is  one  of  the  least  concentrated  of 
the  major  manufacturing  groups,  although  particularly  in  boots  and 
shoes  production  it  is  more  highly  concentrated  than  the  other  clothing 

trRClGS, 

Lather are  only  seven  principal  producers  of  heavy,  or  sole 
leather.  The  United  States  Leather  Co.,  a combination  in  1893  of 
60  concerns  operating  110  tanneries,  controlled  more  than  60  percent 
of  the  domestic  output  in  1904.  Although  still  the  leading  producer, 
it  now  operates  only  about  16  plants  and  accounts  for  about  20  percent 
of  the  production.  Two  meat-packing  company  subsidiaries,  Na- 
tional Leather  Co.  (Swift)  and  J.  K.  Mosser  Leather  Corp.  (Armour) 
are  United  States  Leather's  closest  competitors.  Other  large  com- 
panies in  this  division  of  the  leather  industry  are  Howes  Bros,  and 
Prwtor  Ellison,  both  Boston  concerns;  the  American  Oak  Leather  Co. 
of  Cmcmnati;  and  Leas  & MeVitty,  of  Philadelphia. 

« Fortune,  the  Big  Wine  Deal.  September  1943. 
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The  light  leather  division,  which  is  larger  in  dollar  volume  of  output 
than  the  heavv  leather  division,  is  led  by  the  American  Hide  & Leathei 
Co.  It  produces  15  to  17  percent  of  the  calf  leather  output  and  o to 
9 percent  of  the  “dress  side  upper  leather.”  Three-fourths  of  the 
company’s  output  goes  to  manufacturers  of  men  s shoes  and  15  percent 

to  manufacturers  of  women’s  shoes.^®  . ^ i 

Concerning  the  activity  of  shoe  manufacturei-s  in  light  leather 

production  Alderfer  & Michl  commented:  “ 

.lust  as  the  packers  got  into  the  tanning  business  to  build  up  yahies  the 
shoe  manufacturers  went  into  the  tanning  business  to  cut  down  leather  costs^ 

In  1899,  Endicott  Johnson,  one  of  the  largest  shoe  manufacturers,  started  tanning 
some  of  its  own  leather  requirements.  Today,  this  company  together  with 
International  Shoe  Co.,  the  largest  shoe  manufacturer;  J.  F.  McElw^ain,  and  other 
shoe  companies,  tan  a substantial  part  of  the  leather  used  in  the  manufacture  of 

their  shoes. 

__The  Federal  Trade  Commission  found  that— 

In  1935,  three  shoe  manufacturing  companies 
leather  boots  shoes,  and  slippers  produced  in  the  United  States  in  that  yea  , 
namelv  the  International  Shoe  Co.,  with  12.1  percent  of  the  total;  the  Endicott 
Johnsoii  Corp.,  with  9.3  percent;  and  the  Brown  Shoe  Co  Inc.  with  3.9  Percent 
None  of  the  other  shoe  manufacturers  in  the  United  States  sold  as  much  a .. 
oercLt  of  the  domestic  production.  It  will  be  observed  therefore,  that  con- 
centration in  the  shoe  manufiTcturing  industry  is  centered  chiefly  in  two  com- 
Danies — the  International  Shoe  Co.  and  the  Endicott  Johnson  Corp. 

^ The  International  Shoe  Co.  was  incorporated  in  1921  Robert^ 

of  the  same  name  organized  in  1911,  through  a consolidation  of  the  Roberts, 
Johnson  & Band  Shoe  ('o.  and  the  Peters  Shoe  Co.  It  has  been  built  up  chiefly 
throws  tiiracquisition  of  well-established  shoe-manufacti.nng  coinpames  a^nd 
5Sng  enterprises  of  which  the  most  important  were  tlie  Friedinan-Shelby  Shoe 

lT  S."r“un  1912;  Kisller,  I,e,h  & Co.  (o„o  of  po  t 

leatherl  and  the  W.  H.  McElwain  Co.,  acquired  in  1921,  C . C.  Smoot  & Sons 
Sole  LeatW  Tannery  acquired  in  1924;  and  the  Bluff  City  Shoe  (^o  acqm 
1925  * * * the  Endicott  Johnson  Corp.  attained  its  present  position  in  the 

shoe-manufacturing  industry  without  resorting  to  the  acquisition  of  competing 

companies. 

These  large  companies  are  multiplant,  integratexl  enterprises  manu- 
facturing a^’ariety  of  shoes  but  securing  most  of  their  volume  from 
popularly  priced  lines.  Most  shoe  factories  specialize  m a fmrly 
narrow  range  of  products,  in  the  different  price  classes  of  low,  medium, 

and  high-priced  footwear.  , • i-  r i-v 

United  Shoe  Machinery  Co— A unique  characteristic  of  the  shoe 

industry  is  that  the  machinery  to  make  shoes  is  largely  owned  by  one 
firm,  the  United  Shoe  Machinery  Co.,  which  leases  the  machinery  out 

to  firms  in  the  shoe  industry.  „ i 

This  company,  founded  in  1899,  during  the  great  era  of  consolida- 
tions, was  an  amalgamation  of  seven  concerns.  It  acquiied  ah  t e 
assets  of  these  firms,  including  the  ytal  patents  of  the  Consolidated 
& McKay  Lasting  Machine  Co.  on  lasting  machines,  and  the  Cood- 
vear  Shoe  Machinery  Co.  patents  on  welt-sewmg  and  outsole-stitching 
machines.  Subsequently,  it  acquired,  the  shoe  machinery  business 
and  assets,  including  patents,  of  57  individuals,  paitnerships,  and 

^^However^tl^  acquisition  of  concerns  engaged  in  the  rnanufacture 
of  shoe  machinerv  was  not  considered  sufficient  to  obtain  complete 
patent  control  over  the  industry,  since  innovations  were  constantly 


<0  Alderfer  & Michl,  op.  cit.  p.  390. 

« Feddal  Trade  Commission,  Agricultural  Income  Inquiry,  pt.  1,  pp.  221-223. 
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being  made  by  professional  inventors  in  the  field  and  by  the  United 
Co.’s  own  employees.  Consequently,  it  contracted  with  95  percent 
of  the  inventors  of  shoe  machineiy  for  all  their  inventive  efforts  and 
caused  its  employees  to  assign  to  the  company  all  inventions  relating 
to  shoe  machinery  which  they  might  devise  while  in  the  service  of  the 
company.  The  control  of  these  two  principal  sources  of  invention 
in  the  field  has  been  extremely  valuable  to  the  United  in  maintaining 
its  practically  complete  monopoly  on  shoe  machinery  patents. 

The  United  Shoe  Machinery  Co.,  in  its  arrangements  with  shoe 
manufacturers  has  leased  rather  than  sold  its  equipment,  thereby 
retaining  title  to  the  machines  and  the  power  to  withdraw  them  when- 
ever it  believed  its  patent  rights  were  infringed.  Furthermore,  it  has 
leased  its  machines  subject  to  provisions  which  forced  the  shoe  manu- 
facturer to  obtain  either  all  or  none  of  the  shoe  machinery  needed  in 
his  factory  from  the  company. 

In  order  to  compete  effectively  with  the  United,  would-be  rivals 
had  to  develop  a new  and  complete  line  of  shoe  machinery.  This 
was  attempted  by  Thomas  J.  Plant  who  developed  a complete  line 
of  shoe  machines  for  manufacturing  welt,  turn,  and  McKay  shoes, 
with  which  he  equipped  a factory  in  1910.  Confronted  with  this 
competition,  the  United  proceeded  to  acquire  the  Plant  assets,  the 
most  important  of  which  were  the  Plant  patents— 206  granted  by  the 
United  States  and  259  by  various  foreign  lands. 

As  a result,  the  United  Shoe  Machinery  Co.  came  to  control  more 
than  95  percent  of  the  entire  shoe-machinery  business  in  the  United 
States  and  to  constitute  the  only  firm  which  produces  a full  line  of 
shoe  machinery.^ 

Payer  and  allied  products 

Paper  making  is  dominated  by  the  large  integrated  pulp  and  paper 
mills  which  are  not  only  “big  business”  organizations  but  also  are 
highly  centralized.  On  the  other  hand,  a substantial  part  of  the  in- 
dustry is  made  up  of  a small  business  segment  consisting  of  many  small 
concerns  producing  converted  paper  products,  particularly  paper- 
board  containers  and  boxes. 

Newsprint. — -Newsprint  at  the  present  time  is  almost  exclusively  a 
Canadian  industry  and  enters  the  United  States  duty  free.  Approxi- 
mately 70  to  80  percent  of  all  newsprint  used  in  the  United  States 
comes  from  Canada.  The  balance  is  supplied  by  such  companies  as 
Great  Northern  Paper  Co.,  \faine,  and  Crown  Zellerbach  Corp.  on 
the  Pacific  coast.  In  the  prewar  years.  Crown  Zellerbach  and  three 
other  companies  produced  three-fourths  of  the  newsprint  sold  in  six 
Pacific  Coast  and  Mountain  States. 

The  concentration  of  production  in  newsprint  has  been  paralleled  in 
considerable  degree  by  the  buying  organizations  of  American  news- 
paper concerns,  particularly  the  Hearst  papers. 

In  an  extensive  investigation  of  the  newsprint  paper  industry,  the 
Federal  Trade  Commission  found  that  in  1929,  the  three  leading 
newspaper  interests — Hearst,  Patterson-McCormick,  and  Scripps- 
Howard — used  about  25  percent  of  the  total  newsprint  consumed  in 
the  Uffited  States.^ 

« Source:  TXEC  Monosrr^ph  N'o.  22,  Tcclinology  in  Our  Economy,  p.  213-214. 

44  TNEC  Monograph  No.  21,  p.  131. 

45  Newsprint  Paper  Industry,  S.  Doc.  No.  214.  71st  Cong.,  1930,  p.  62. 
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More  recently  the  leading  newspaper  chains  have  purchased  their 
Dwn  newsprint  mills  to  satisfy  a substantial  proportion  of  their  re- 
ijuirements. 

Book  paper. — The  Federal  Trade  Commission  found  that  as  early 
IS  1916  the  15  largest  book-paper  manufacturers  controlled  75  percent 
3f  the  capacity  of  the  industry  and  that  the  largest  four  concerns  ac- 
30unted  for  40  percent  of  the  output.  The  leading  firm,  West  Vir- 
ginia Pulp  & Paper  Co.,  at  that  time,  had  one-fifth  of  the  capacity  or 
more  than  that  of  the  three  next  largest  companies.^® 

As  in  the  case  of  newsprint,  close  ties  exist  between  the  maiiufac- 
turers  of  book  paper  and  their  consumers  in  the  magazine  publishing 
business. 

Recently  a number  of  magazine  publishers  have  acquired  paper  inills 
in  order  to  assure  their  sources  of  supply.  In  October  1945  Time, 
Inc.,  announced  that  it  was  taking  over  the  Maine  Seaboard  Paper  Co., 
of  Bucksport,  Maine,  from  Cofiin  & Burr,  Inc.,  and  the  First  Boston 
Corp.  In  Vlarch  1945  Time  purchased  the  paper-niaking  properties 
of  Bryant  Paper  Co.,  Kalamazoo,  Mich.  Time  also  owns  stock,  but 
not  a controlling  interest,  in  Champion  Paper  & Fiber  Co.  Champion 
supplies  much  of  the  coated  stock  for  Life  magazine.^^ 

Curtis  Pul)lishing  Co.  has  long  been  a part  owner  of  Castanea  Paper 
Co.  and  takes  Castanea’s  entire  output.  Curtis  has  been  reported  as 
getting  ready  to  buy  into  New  York  & Pennsylvania  Co.,  which  also 
owns  stock  in  Castanea.^®  McGraw-Hill  and  Chilton  Publishing  Cos. 
own  Newton  Falls  Paper  Mill. 

The  most  recent  case  of  this  type  of  backward  vertical  mtegration 
on  the  part  of  magazine  publishers  was  the  acquisition  of  Champion- 
International  Co.  by  the  National  Geographic  Society  in  May  1946. 
For  34  years  that  company  had  supplied  all  coated  paper  for  the 
Society’s  magazine. 

Printing  and  publishing 

Newspapers. — Although  newspaper  circulation  has  mounted  stead- 
ily, the  number  of  newspapers  in  the  United  States  has  declined 
sharply  during  the  last  three  decades.  The  activity  and  influence  of 
the  large  metropolitan  journals  has  expanded  widely,  and  newspaper 
chains  have  grown  enormously.  Very  few  communities  now  have 
more  than  one  version  of  the  news.  Finally,  news  gathering  is  vir- 
tually monopolized  by  tliree  press  services,  and  newspaper  publishers 
have  made  substantial  invasions  into  the  field  of  radio. 

The  importance  of  the  chains  is  indicated  by  the  fact  that  in  1933 
only  63  chains,  with  a total  of  361  newspapers,  controlled  more  than 
37  percent  of  the  Nation’s  total  daily  circulation.  Only  six  chains— 
Hearst,  Patterson-McCormick,  Scripps-Howard,.Paul  Block,  Ridder, 
and  Gannett— with  their  81  dailies,  accounted  for  more  than  21 
percent  of  the  coimtry’s  total  daily  circulation.  In  1940,  chains 
controlled  about  two-fifths  of  the  entire  daily  circulation  in  the 
country  and  one-half  of  the  Sunday  circulation.^® 

The  situation  on  a local  basis  is  even  more  ^amatic  when  it  is 
realized  that  In  1940  there  were  only  181  cities  in  the  entireiUnited 
States  which  still  had  competing  daily  newspapers.  During  the  1930’s 


Federal  Trade  Commission,  Book  Paper  Industry,  August  21, 1917,  p.  22. 

Business  Week,  October  27, 1945,  pp.  85-86. 

48  Idem , 

« Earl  L.  Vance,  Freedom  of  the  Press  for  Whom’  Virginia  Quarterly  Review,  summer  1945. 
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mergers  and  failures  deprived  245  communities  of  the  opportunity  to 
choose  between  at  least  2 newspapers,  leaving  in  1940  nearly  88 
percent  of  all  American  communities,  or  a total  of  1,245,  either  with 
only  1 daily  newspaper  or  with  all  in  the  community  under  single 
ownership. 

Among  104  of  the  largest  cities  in  the  country  in  1940,  there  were  7 
with  a single  paper  and  13  others  in  which  all  of  the  papers  were  pub- 
lished by  the  same  concern;  among  82  cities  with  morning  papers, 
there  were  74  with  1 and  only  8 with  2 or  more;  among  101  cities 
with  evening  papers,  there  were  72  with  1 and  only  29  wdth  2 or 
more.®® 

• Three  organizations— the  Associated  Press,  the  United  Press,  and 
the  International  News  Service — virtually  control  the  business  cf 
news  gathering  and  distribution  for  the  entire  country.  In  the  case 
of  the  Associated  Press,  tlie  form  of  its  organization  made  it  possible 
for  newspapers  holding  Associated  Press  charters  to  deny  its  service 
to  new  competitors— a practice  found  recently  by  the  Supreme  Court 
to  be  in  violation  of  antitrust  statutes.  The  other  two  news  services 
are  privately  owned  by  two  leading  newspaper  interests — United 
Press  by  Scripps-Howard  and  International  News  by  Hearst. 

As  an  indication  of  the  inroads  that  newspapers  have  made  into 
the  radio  field,  as  of  December  31,  1944,  238  broadcasting  stations  in 
the  United  States  were  directly  owned  by  new’spaper  publishers. 
The  newspaper  publishers,  furthermore,  indirectly  controlled  another 
270  radio  stations,  bringing  the  total  either  owned  or  controlled  to 
508  as  compared  with  a total  of  886  radio  stations  in  the  entire 
United  States.  However,  the  newspapers  control  even  a greater  pro- 
portion of  the  more  powerful  broadcasting  stations  in  the  country. 
For  example,  the  newspapers  either  own  or  control  44  out  of  a total  of 
53  radio  stations  in  the  country  with  50,000  watts.  They  own  or 
control  155  out  of  225,  with  5,000  or  20,000  watts;  108  out  of  162,  wdth 
1,000  or  2,500  w^atts;  and  201  out  of  446,  wdth  200  or  500  watts. 

Periodicals. — The  largest  of  the  periodical  publishers  consume  the 
bulk  of  the  paper  tonnage.  The  combined  paper  consumption  of  the 
five  leading  periodical  publishers  amounts  to  approximately  480,000 
tons,  or  better  than  half  of  the  total  for  the  industry. 

Book  publishing. — The  largest  four  book  publishers  in  1944  issued 
16  percent  of  the  new  titles,  while  the  22  companies  with  50  more 
books  issued  39  percent  of  the  total. 

Furniture  and  finished  lumber 

Both  of  these  industries  are  predominantly  made  up  of  small  busi- 
ness. In  the  production  of  redwood,  five  companies  control  about  85 
percent  of  the  output.  However,  the  largest  four  producers  of  western 
pine  account  for  only  about  16  percent  of  the  total,  while  the  largest 
four  producers  of  southern  pine  account  for  only  3 percent  of  the 
production.  Concentration  in  production  of  furniture  items  is  usually 
low. 

Apparel 

The  apparel  industry  is  one  of  the  strongholds  of  small  business. 
It  comprises,  with  a few  other  industries,  such  as  lumber  and  furniture, 
the  least  concentrated  segment  of  the  manufacturing  economy.  Pro- 

w TNEC  Monograph  No.  21,  p.  61, 
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auction  is  concentrated  in  only  tliree  segments  of  the  industp;  (1)  : 

suspenders,  garters,  etc. ; (2)  gloves  and  mittens ; and  (3)  miscellaneous 

fabricated  products.  . cc  fr, 

The  largest  four  concerns  m those  divisions  produced  Irom  55  to 

37  percent  of  the  output  in  their  respective  fields. 

Section  V.  Disposal  of  War  Facilities  and  Effects  on  Future 

Economic  Concentration 

The  wav  in  which  the  war-built  production  facilities  are  distributed 
will  probably  more  than  anything  else,  determine  the  extent  of  con- 
centration in  manufacturing  during  the  immediate  war  years. 

The  Nation’s  manufacturing  facilities  m existence  m 1939  bad  cost 
about  $40,000,000,000  to  build.  To  this  capacity  there  was  added  by 
June  1945  about  $26,000,000,000  of  new  plant  and  equipment. 
Roughly  two-thirds  of  this  $26,000,000,000  Plant  expansion  was 
provided  directly  from  Federal  funds,  and  the  other  thud  from 

^Tn  genwS’i  may  be  said  that  most  of  tHs  plant  expansion  took 
the  form  of  what  is  commonly  regarded  as  high-quality  and  high-cost 
construction.  In  this  respect,  it  was  similar  to  much  of  the  prewar 
plant,  a major  portion  of  which  dates  from  the  high-cost  decade  of 

'^^ThTsirmner  War  Plants  Corporation  document, 
centration  and  World  War  IJ,  estimated  that  about  $20,000,000,000 
of  the  $26,000,000,000  wartime  plant  is  usable  for  production  ot  peace- 
time products,  either  immediately  or  after  oidy  mmor  conversion. 

It  also  pointed  out  that  the  250  largest  manufacturing  corporations 
not  only  held  a substantial  proportion  of  the  prewar  facilities,  but 
also  operated  an  even  greater  proportion  of  the  Government-built 
facilities.  Furthermore,  they  have  available  for  their  own  uses  some 
3.7  billion  of  usable  privately  financed  facilities  constructed  under 
favorable  tax  amortization  schedules.  The  distribution  of  these 
kcilities  is  shown  in  table  VII  below . 

Table  VII. — Distribution  of  manufacturing  facilities,  1939-45 

[In  millions  of  dolUrs] 

250  largest 
corporations 


25,900 

3, 700 
8,900 
138,500 

I Owned  or  operated. 

It  will  be  noted  that,  should  the  250  lai'itest  eorpoiatioiis  acquire  the 
Federal  tacilities  on  Which  they  generally  ho  d P-'‘, 
their  plant  and  equipment  would 

Thus  they  would  hold  65  percent  ot  the  Nation  s facilit  es.  hit  gretor 
imnortS  however,  the  facilities  of  the  250  mdustnal  giants  alone 
would  total  almost  as  much  as  the  entire  facilities  owned  by  all  manu- 

facturiiig  corporations  in  the  country  in  1939. 


Prewar  (1939)  facilities 

War-built  usable  facilities: 

Privately  financed 

Publicly  financed - 

Postwar  (1945)  usable  facilities. 


All  manu- 
facturing 
companies 


39,600 

8,500 
11,500 
• 59,600 


Percent  by 
250  largest 
corporations 


65.4 


43.5 
77.4 
» 64.6 
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This,  of  course,  raises  the  fundamental  question  of  whether  or  not 
the  giant  corporations  actually  will  acquire  the  bulk  of  the  Govern- 
ment-owned plants  which  they  operated  during  the  war.  In  short, 
will  the  surplus  facilities  be  disposed  of  mainly  to  big  or  to  small 

business?  . . 

At  the  present  time,  of  course,  it  is  impossible  to  arrive  at  any 

definitive  conclusion  regarding  the  ultimate  effect  of  the  Government’s 
disposal  activities.  However,  the  data  on  .disposals  through  June  30, 
1946,  indicate  (1)  that  the  bulk  of  the  plants  sold  or  leased  up  to 
that  date  had  been  disposed  of  to  the  giant  corporations;  (2)  the  pro- 
portion of  the  value  of  those  facilities  going  to  the  giant  corporations 
was  higher  than  their  ownership  of  manufacturing  facilities  in  1939; 
and  (3)  not  only  had  the  big  surplus  plants  gone  to  the  giant  corpora- 
tions, but  also  they  had  obtained  a significant  number  of  the  small 
and  'medium-sized  plants  which  were  apparently  well  suited  to 
smaller  businesses.  If  this  trend  continues,  there  can  be  no  doubt 
but  that  the  Government  disposal  operations  will  have  the  effect  of 
raising  materially  the  level  of  economic  concentration  above  the  pre- 
war position.  . , , 

According  to  the  War  Assets  Administration,^  through  June  30, 
1946,  disposal  has  been  made  of  488  plants  costing  the  Government 
$966,000,000,000.  Only  65  of  the  250  biggest  corporations  had  either 
bought  or  leased  plants.  All  of  the  18  plants  sold  for  more  than 
$5,000,000  were  secured  by  the  giant  corporations.  Furthermore, 
they  obtained  15  of  the  54  plants  sold  for  $500,000  to  $1,000,000,  and 
14  of  the  143  plants  which  realized  from  $100,000  to  $500,000.  In 
addition  thev  purchased  4 out  of  the  85  plants  selling  for  less  than 
$100,000. 

Of  the  total  cost  value  of  plants,  corporations  m the  250  group  re- 
ceived 70.1  percent  of  the  sales  and  acquired  72.8  percent  of  the  leases. 
Their  proportion  of  the  total  prewar  facilities  amounted  to  65.4 
percent. 


Table  VIII.— Co/«pames  which,  up  to  June  SO,  1946,  led  in  acquisitions  of  surplus 

plants 


Number  of  disposals 

Reported  cost  (millions 
of  dollars) 

Company 

Sales 

Leases 

Total 

Sales 

Leases 

Total 

4 

4 

320.8 

320.8 

"RovTinlds  Metals  On  

2 

, 6 

8 

22.9 

171.2 

194.1 

TCaispr  intpreshs  _ 

1 

5 

6 

2.0 

1 119.8 

121.8 

5 

5 

41.9 

41.9 

2 

2 

41.9 

41.9 

Oonoral  Fllppt.rip:  On  ...  

12\ 

2 

14 

28.0 

2.0 

30.0 

flptioral  Affntnrs  Onrn  

4 

4 

8 

12.4  ! 

11.1 

23.5 

Bethlehem  Steel  Corp - 

6 

6 

20.2 

20.2 

T'nt.al  _ ...  - 

36 

17 

53 

490.1 

304.1 

794.2 

— 

Source:  War  Assets  Administration. 


Table  VII  above  lists  the  eight  corporations  which  led  in  the 
acquisition  of  war  plants.  In  the  case  of  two  of  these  -Reynolds 
and  Kaiser — special  situations  pertained.  New  competition  was 


* Cf.  War  Assets  Administration,  release  609,  Sept.  29, 1946. 
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( established  in  the  aluminum  industry  by  disposal  of  these  companies 
( »f  plants  operated  during  the  war  by  the  Aluminum  Co.  of  America. 
.Uso,  leases  to  the  Kaiser  interests  enabled  them  to  enter  the  ^to- 
] notive  field. 

With  the  exception  of  these  special  cases,  however,  the  six  leading 
corporations  had  less  than  10  percent  of  the  gross  capital  assets  of  all 
manufacturing  corporations  in  the  immediate  prewar  year  1939.  Yet 
1 hese  six  giant  corporations  received  48  percent  of  the  war  plants, 
based  on  original  costs,  disposed  of  by  the  War  Assets  Administra- 
1 ion.  These  data  indicate  that  the  program  of  disposition  of  Govern- 
ment facilities  followed  by  the  War  Assets  Administration,  rather 
ihan  reversing  the  trend  toward  greater  economic  concentration,  is 
< iarrying  it  above  the  prewar  levels. 


PART  IV 


EXHIBIT— ANTITRUST  PROGRAM 


A.  FEDERAL  TRADE  COMMISSION 


June  21,  1946. 

Hon.  William  A.  Ayres, 

Chairman,  Federal  Trade  Commission, 

Washington  25,  D.  C. 

Dear  Mr.  Ayr.es:  A new  subcommittee  of  the  House  Small  Busi- 
ness Conimittee  has  recently  been  formed  to  investigate  the  effect  of 
monopolies  on  the  competitive  position  of  small  business. 

Before  holding  formal  hearings,  we  wish  to  have  certain  facts  and 
suggestions  from  the  heads  of  the  agencies  most  directly  responsible 
for  prwenting  monopolies  and  for  assisting  small  business. 

\\hile  the  attached  list  of  questions  may  seem  long,  we  hope  it 
will  not  be  unreasonably  burdensome.  If  any  of  these  questions  are 
impractical  or  should  be  stated  in  a different  way  to  contribute  more 
to  the  successful  conduct  of  our  investigation,  I should  appreciate 
your  having  a member  of  your  staff  discuss  the  points  with  Mr.  J. 
G.  Crost,  of  our  committee  staff. 

Would  it  be  possible  for  your  agency  to  submit  the  requested  in- 
formation to  us  within  10  days? 

Sincerely  yours. 


Estes  Kefauver, 
Chairman,  Monopoly  Subcommittee. 
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MATERIAL  REQUESTED  OF  THE  FEDERAL  TRADE 

COMMISSION 

1 We  should  appreciate  having  the.  benefit  of 
concemLI  tlie  exLnt  and  present  seriousness  of  monopolies  and 

concentration  of  economic  power.  , • Ky  your  agency  to 

9 Please  indicate  the  action  now  being  taken  ny  youi  agei 
prCTeiirLnopoUes  and  concentrations,  including  the  following 

Lis“o?~ic  investigations  made  by  your  staff  in  the  last  5 
years  showing  the  following  for  each  investigation. 

gi  EetokTSl^iTg^e&n,  including  source  of  the  com- 

plaint.  . 1 4,  1 

gi  is  readily  available  please  furnish 

to  date,  of  aU  legal  investigations  made  in  the  last  5 

first  complaint  on  the  pi-oblem. 
irestifaS  including  any  hearings  before 

examiners.  , , • rvf  ivoormo^  before  the  Commission. 

invekgation  resulted  in  retarding  mom^^^  STyeaTare  con- 

sidtreTgl™terrst  significant 

of  actually  breaking  monopolies  Court  decisions 

e.  It  has  been  1 fci«^  flXaTouV  60  percent  of 

interpreting  section  7 of  ^ „f  assets  rather  than  control 

the  larger  mergers  ^ has  the  Federal  Trade  Corn- 

through  the  ownership  of  stoc  . to  the'40  percent  of  the 

mission  done  to  enforce  section  7 . ^ iQgj.  rather  than  assets. 

cases  where  m«^^^  cntlasm  that  the  agencies  responsible  for 

saig  Ja"hXp^  enterprise  econom^have^nc,t  corned  out 

Snf;™rTo?nT:nfs  "d  as  to  what  changes  are  necessary 
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to  enable  your  agency  to  carry  out  fully  the  intent  of  existing  law  if 
you  are  presently  unable  to  do  so. 

4.  Please  indicate  the  respects,  if  any,  in  which  present  statutes, 
designed  to  prevent  monopoly  and  concentration,  may  be  inadequate. 
In  this  connection,  we  are  familiar  with  your  views  on  the  need  for 
strengthening  section  7 with  respect  to  the  acquisition  of  assets.  We 
feel  there  might  be  other  important  matters  you  would  care  to  bring 
to  our  attention.  We  wish  you  would  include  in  your  reply  comments 
on  the  following  matters: 

a.  Is  the  definition  of  interstate  commerce  adequate? 

b.  Should  the  operation  of  labor  unions,  which  afl’ect  monopoly  or 
concentration  of  power,  come  within  your  jurisdiction? 

c.  Should  a clearer  distinction  be  drawn  between  the  proper  func- 
tions of  Federal  Trade  Commission  and  those  of  Justice,  so  that  danger 
of  duplication  would  be  eliminated? 

5.  Please  give  us  a list  showing  the  number  of  employees  falling  in 
each  of  the  following  classifications:  Attorneys,  attorney  examiners, 
accountants,  economists,  statisticians.  We  wmuld  like  this  information 
separately  for  the  Washington  office  and  each  of  your  field  offices. 
In  funiishing  this  information,  please  give  us  a measure  of  the  case 
load  your  attorneys,  attorney  examiners,  etc.,  are  required  to  handle 
at  the  present  time. 

6.  Please  furnish  the  following  information  concerning  your  appro- 
priation for  the  present  fiscal  year. 

a.  Amount  originally  requested  by  Federal  Trade  Commission. 

b.  Amount  approved  by  Budget  Bureau. 

c.  Amount  approved  by  Congress. 


Federal  Trade  Commission, 

„ „ Washington  25,  July  1, 1946. 

Hon.  Estes  Kefauver, 

Monopoly  Subcommittee,  House  Select  Committee  on  Small  Business, 
House  oj  Representatives,  Washington,  D.  C. 

My  Dear  Congressman  Kefauver:  In  compliance  with  your 
letter  of  June  21  and  in  answer  to  the  first  four  of  the  questions  and 
requests  for  information  which  accompanied  it,  the  Commission 
transmits  herewith  the  data  called  for.  The  answers  to  questions  5 
and  6 of  the  questionnaire  and  to  your  letter  of  June  22  are  being  made 
^ separate  letters  bearing  the  same  date  as  the  present  one. 
The  Commission  appreciates  this  opportunity  to  be  of  service  to  you 
and  your  committee  and  will  be  glad  to  giVe  any  further  assistance 
which  you  may  think  desirable. 

By  direction  of  the  Commission. 

Sincerely  yours, 

W.  A.  Ayres,  Chairman. 
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SI  ATEMENT  BY  THE  FEDERAL  TRADE  COMMISSION  IN  ^ 

REQUEST  OF  CHAIRMAN  ESTES  KEFAUVER.  OF  THE  HOUSE  MON- 

3POLY  SUBCOMMITTEE 

1.  Extent  and  Present  Seriousness  of  Monopolies  and 
Concentration  of  Economic  Eower 

GENERAL  COMMENT  ON  SERIOUSNESS  OF  THE  PROBLEM 

In  the  opinion  of  the  Commission,  the  present,  and  still  growing, 
concentration  of  economic  power  in  the  United  States  constitute 
u flnv’s  2-reatest  domestic  challenge  to  the  American  theory  of  competi- 
ve  Lte  pr^  that  is  embodied  m the  meaning 

0 thrsomewhat  intangible,  but  nonetheless  real,  meaning  of  the 
^merLan  way  of  life”  and  “freedom  of  economic  enterprise. 

Concentration  of  economic  power,  as  here  used,  may  be  ^ocompli^l 
e ther  through  the  familiar  method  of  corporate  consolidations  and 

acquisition  of  properties  that  brings  a large  part  of  o 

1 n p of  trade  under  single  management  (i.  e.  true  monopoly),  oi  by  the 
mre  subtfc^  andTesTwell  understood,  means  of  cooperation  among  a 

r datively  few  strongly  intrenched  but  (corporately  speaking)  ^u^ally 
i dependent  managements.  These  corporately  separate  managements 
T iflv^work  totrether  through  any  or  all  of  a myriad  of  means  and  meth 
( ds^to  accomplish  group  monopoly  restraints  and  controls  both  within 

AnSa'weCvTcSn^to^  the  cooperative  organizations 

■ W?  a\°soSh3nsF‘msS^^^^^^^ 

^f  nrerani/ations  known  as  cartels  m foreign  countiics.  As  m me  case 
)f  cm-tels  the  most  effective  accomplishment  of  cooperative  group 
T nn  a hio*h  deirree  of  concentrated  control  in  the 

5Ith'Trra^^ 

MDdv  On  this  point.  Sir  Alfred  Mond  of  Imperial  Chemical  Indi^- 
developed  into 

tion  tn"lhfun?te“Vta^^^^ 

S:Cou;”":J  hat  StSfrw  -tel  ni 

X tperatili  group  k able  to  exert  its  combmed  economic  strength 
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' to  compete  with  or  coerce  outsiders.  It  is  through  this  combined 
ability  of  the  group  to  disable  outsiders  not  only  through  direct 
competition,  but  also  through  such  devious  means  as  exerting  financial 
pressure  through  banks  and  other  financial  institutions,  that  the 
effect  of  large  concentrations  short  of  absolute  monopoly  becomes 
dangerous  to  competition  outside  the  cooperating  group. 

We  do  not  have  to  wait  years  (when  it  may  be  too  late  to  take  cor- 
rective action)  for  a practical  demonstration  of  the  effects  of  carteli- 
zation on  our  economic  and  political  life.  The  experience  in  Europe, 
which  will  be  repeated  here  if  monopoly  is  not  adequately  controlled, 
is  spread  on  the  record  for  all  to  see.  The  story  of  the  supergovern- 
ment of  I.  G.  Farben  is  a good  example  of  what  can  happen  here. 
Also  private  supergovernment  in  industry  leads  almost  inevitably 
to  political  supergovernment.  “Today,  the  British  Government  is 
struggling  with  the  problem  of  whether  to  nationalize  the  British 
steel  industry  along  lines  suggested  by  the  British  Iron  and  Steel 
Federation  (a  cartel)  or  in  accoi’dance  wdth  some  other  less  conserva- 
tive plan  intended  to  increase  the  efficiency  of  the  industry  I'athcr  than 
to  preserve  vested  financial  interests  intact,  is  the  subject  of  serious 
debate  in  Parliament.”^  The  next  step  after  concentrated  private 
control  is  government  ownership. 

History  has  demonstrated  that  the  principal  yardstick  used  by 
holders  of  vast  concentrated  economic  power  to  measure  the  effective- 
ness of  their  policies  is  money  profit  as  reflected  by  current  rather 
than  long-pull  operations.  History  has  also  demonstrated  that  while 
high  and  inelastic  controlled  prices  accentuate  recurrent  depression 
swings,  the  impact  of  low  profits  during  downswings  falls  most  heavily 
on  small  businessmen  and  wage  earners  who  are  least  able  to  withstand 
a depression.  The  strongly  entrenched  holder  of  the  power  is  able 
to  utilize  each  recurring  depression,  largely  caused  by  his  own  short- 
sighted policies,  to  enlarge  his  control  by  absorbing  financially  weaker 
competitors.  The  self  interest  of  banks  and  other  financial  institu- 
tions in  withdrawing  their  support  from  the  financially  weak  as  soon 
as  a depression  cloud  appears  on  the  horizon  fits  well  into  this  picture. 
This  is  becoming  evident  today.  The  N ew  Y ork  Journal  of  Commerce 
of  June  25, 1946,  cites  the  fact  that  already  banks  are  taking  cognizance 
of  the  financial  and  market  outlet  weaknesses  of  wartime-developed 
radio  companies,  and  are  refusing  to  lend  to  some  of  the  newer  com- 
panies, and,  in  some  instances,  are  requesting  repayment  of  outstand- 
ing loans.  The  same  issue  cites  the  statement  of  Secretary  Wallace 
1 calling  attention  to  the  sharp  increase  in  corporate  mergers  and 
! acquisitions  of  smaller  concerns  by  larger  ones  since  VJ-day.  The 
1 Secretary  cited  specifically  the  fact  that  seven  of  the  largest  steel  com- 
panies have  bought  up  over  35  smaller  companies  since  1940,  thereby 
' extending  their  operations  and  control  in  fabricated  products  such  as 
I steel  barrels,  culverts,  and  other  fabricated  steel  products. 

» Giant  dairy  companies  formed  in  the  1920’s,  after  a period  of  rela- 

itive  quiescence  in  acquisitions,  have  renewed  their  acquisition  drive, 
absorbing  numerous  smaller  milk,  cheese,  and  butter  companies  in 
many  parts  of  the  countiy.  And  chain  stores,  under  pressure  of  need 
li  for  controlled  sources  of  food  items  that  are  in  short  supply,  continue 
acquiring  meat  plants,  small  plants  processing  specialty  foods  and 
also  continue  absorbing  smaller  competing  chains  of  retail  outlets 

* Economist,  June  1,  1946,  p.  889. 
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A’hose  position  becomes  more  difficult  with  every  merger  and  shift  in 
jontrol  of  the  processors  on  whom  they  depend  for  supplies. 

The  “tricks  of  the  trade”  of  large  economic  interests,  whether 
icting  as  pure  monopolies  or  as  cooperative  groups  seeking  to  exercise 
nonopoly  powers,  are  manifold.  They  are  used  both  within  and 
vithout  the  particular  industry  or  line  of  trade  affected.  'V^en  pure 
nonopoly  exists  they  are  exerted  directly  by  a single  management. 
►Vhere  (as  is  characteristically  true  of  most  American  businesses) 
here  is  a considerable  degree  of  concentration  of  control  in  the  hands 
)f  a few  large  economically  powerful  potential  competitors,  there 
generally  are  trade  association  groups  that  serve  as  meeting  points 
or  these  interests  where  subjects  of  common  interest  can  be,  and 
)ften  are,  discussed  to  the  point  of  agreement,  tacit  or  formal,  as  to 
)olicy  and  procedure  in  the  common  interest  of  the  group.  To  the 
'•xtent  that  there  is  a common  course  of  action  to  restrict  competition 
vithin  the  group,  or  to  exert  the  combined  economic  power  of  the 
, p-oup  against  outsiders  in  order  to  drive  the  latter  out  of  business  or 
orce  them  to  adhere  to  the  group,  the  American  cooperating  group, 

: egardless  of  what  it  may  be  called,  becomes  indistinguishable  from 
he  European  national  cartel  so  far  as  its  economic  purposes  and 
r.ffects  are -concerned. 

Restraints  of  competition  within  the  cooperating  groups  and  pres- 
! ures  and  restraints  upon  nonmembers  affect  primarily  the  production 
1 md  distribution  machinery  of  the  business  or  line  of  trade  in  which 
hey  are  applied.  Direct  action  within  the  groups  includes  such  well- 
] mown  devices  as  agreements  or  “understandings”  to  fix,  enhance,  or 
jnaintain  prices,  restrict  production,  and  divide  markets  among  the 
( ooperators,  or  to  meet  and  drive  out  the  competition  of  nonpartici- 
] >ants.  The  economic  effects  of  these  activities  are  always  distinguish- 
i.ble  and,  where  they  affect  the  public  interest  adversely,  are  subject 
io  correction  under  existing  law,  or  by  new  legislation.  Thus,  both 
1 he  establislmu'ut  of  great  consolidations  of  economic  power,  and  the 
< ontinued  ability  to  use  it  once  it  is  established,  depend  on  a friendly, 
(ir  at  least  not  hostile,  attitude  of  the  legislative,  administrative,  and 
j udicial  branches  of  government. 

This  fact  leads  to  activities  by  possessors  of  great  economic  power, 
i cting  singly  or  in  groups,  to  follow  either  or  both  of  two  procedures. 
Usually  both  are  pursued.  They  are:  (1)  mtoeuvers  to  outwit 
(xisting  law’s  or  to  evade  or  nullify  their  adequate  administration, 

1 nd  (3)  exertion  of  pressures  to  obtain  (a)  emactment  of  new  laws, 

( r amendments  of  old  ones  desired  by  the  monopolists,  or  (b)  to 
j-revent  the  enactment  of  new  laws  restricting  their  exercise  of  con- 
c entrated  economic  power. 

No  one  can  deny  that  the  competitive  growth  of  large  corporations 
1 as  contributed  to  economic  progress.  The  corporation  manager  is 
tntitled  to  present  his  case  on  the  sound  economic  basis  that  what 
1 e does  so  contributes  to  economic  progress.  It  is  equally  true, 

1 oweyer,  that  the  present  trend  toward  the  formation  of  great  cor- 
I orations  under  single  management  control  through  the  acquisition 
cf  competitors  often  is  not  fundamentally  based  on  meritorious 
competitive  development.  Their  object  and  effect  often  is  the 
exercise  of  monopoly,  or  near-monopoly  power  that  is  inimical  to 
sound  economic  progi*ess.  Corporate  controls  of  the  latter  type 
c reate  the  need  for  strong  Government  control  to  sift  the  good  from 
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the  bad  in  tbe  formation  and  exercise  of  concentration  of  economic 
power.  The  ultimate  alternative  to  such  reasonable  control  is  the 
end  of  free  competitive  enterprise,  either  through  private  monopoly 
which  runs  the  government  or  government  monopoly  which  runs  the 
business.  Nothing  in  past  history  indicates  that  either  will  serve 
consumer  interests  more  economically  than  a fair  competitive  field 
for  private  initiative. 

Logical  procedure  to  preserve  private  economic  freedom  of  action 
from  concentrated  private  or  political  control  is  to  apply  the  restrain- 
ing hand  of  government  where  undesirable  concentrations  of  economic 
power  have  their  genesis.  The  formation  of  supercorporations  bv 
the  device  of  acquiring  competitor  is  one  of  the  principal  methods 
of  building  private  monopoly  controls. 

Today,  following  a war  in  \vhich  competing  interests,  both  great 
and  small,  were  called  upon  by  the  Government  to  cooperate  as  never 
before  in  the  war  effort,  the  machinery  exists  for  continued  private 
cooperation  in  which  the  profit  motive  freed  of  restraint  is  substituted 
for  a combination  of  public  interest  and  profit  under  Government 
regulation.  The  time  is  ripe  for  Government  to  pierce  as  never 
before  the  veil  of  secrecy  behind  which  corporate  interests,  either 
smgly  or  in  groups,  exercise  concentrated  economic  power.  Some 
tightening  of  existing  law  is  needed,  but  both  old  laws  and  new  ones 
will  continue  to  be  nulHfied  or  evaded  until  appropriate  Government 
adimnistrative  agencies  can  really  get  behind  the  screen  of  corporate 
entity,  analyze  the  economic  effects  of  corporate  acts,  and  regulate 
them  by  publicity  or  direct  corrective  action  in  accord  with  statutory 
law  without  being  accused  of  “fishing”  or  ‘Svitch  hunting.” 

Today  the  Government  has  sounder  reason  than  ever  before  to 
insist  on  obtaining  the  information  needed  for  the  formation  of  intelh- 
gent  public  opinion  and  corrective  action  where  necessary.  It  has 
contributed  biffions  of  wartime  dollars  to  erect  plants  and  supply 
working  capital  as  well  as  for  research  resulting  in  discoveries  and 
know-how  valuable  to  industry  in  peace  as  well  as  war.  It  is  entitled 
to  call  for  an  accounting  of  the  stewardship  of  national  resources  and 
pubhc  privilege  in  the  hands  of  great  aggregations  of  economic  power 
and  to  take  such  steps  as  are  necessary  to  safeguard  the  public  from 
uneconomic  exploitation  on  the  one  hand,  and  to  favor  and  preserve 
competitive  private  enterprise  on  the  other. 

Extent  of  concentration  and  monopoly. — There  is  no  question  about 
the  general  trend  toward  control  of  the  economic  life  of  the  United 
States  by  a relatively  small  number  of  managers  of  great  corporations 
whose  control  is  built  on  acquisitions.  The  managements  of  such 
corporations  are  responsive  largely  to  their  own  self-interest  and 
the  profit  interest  of  the  security  holders  and  the  banking  interests 
financing  then  companies.  Many  of  the  large  corporate  consolida- 
tions wCTe  financed  in  the  first  instance  by  some  banking  interest  or  by 
f banking  interests,  and  such  banking  interests  often 

held  blocks  of  resulting  securities  for  possible  enhancement  in  security 
values  that  may  follow  as  the  result  of  subsequent  consolidated  opera- 
tions, as  well  as  to  retain  close  relations  for  working  capital  loans  and 
subsequent  financing. 

It  would  hardly  seem  necessary  to  add  more  proof  of  the  extent  of 
concentration  than  that  provided  in  the  record  of  the  TNEC  the 
recent  report  of  the  Smaller  War  Plants  Corporation  on  Economic 
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Concentration  and  World  W ar  II,  and  the  data  subrnitted  by  the 
Federal  Trade  Commission  in  hearings  before  subcommittee  No.  3 of 
the  Committee  on  the  Judiciary  of  the  House  of  Representatives,  m 
1945,  on  H.  R.  2537.  TNEC  reported  that  three  companies  con- 
trolled 78  percent  of  United  States  copper  production  in  1937.^ 
Subsequent  study  indicates  that,  taking  in  all  their  controlled  inter- 
ests, these  three  companies  produced  over  80  percent  in  1937  and  m 
each  of  the  yearn  1940  to  1944,  inclusive.  In  lead  mining,  four  com- 
panies controlled  87  percent  in  1941.“  In  farm  implements  six  com- 
panies controlled  80  percent  in  1940.*  In  dry  ice,  two  companies 
controlled  70  percent  in  1941.®  In  rubber  tires  and  tubes,  four  com- 
panies sold  93  percent  of  all  tires  sold  by  the  17  most  important  tire 
companies  in  1943.^  In  the  production  of  dry  salt,  10  companies 
produced  79  percent  in  1944.*  In  the  distilled-liquor  industry  the 
largest  four  companies  controlled  and  operated  48  percent  ot  the 
industry’s  daily  capacity.®  In  fluid  milk  and  crean^one  company,  m 
1937  sold  56  percent  of  the  total  consumed  in  the  District  ot  Uoluin- 
bia,  55  percent  in  Baltimore,  42  percent  in  Pittsburgh  and  32  percent  m 
Philadelphia. In  the  ice-cream  business,  the  same  dairy  company, 
in  1937,  sold  52  percent  of  the  total  in  Connecticut,  51  percent  in 
Vermont,  49  percent  in  New  Jersey,  and  47  percent  in  both  North 

Carolina  and  the  District  of  Columbia.'!  . j.  , , 

The  movement  toward  consolidation  is  undergoing  distinct  accelera- 
tion today,  partly  as  the  result  of  att(?mpts  of  great  corporations  to 
acquire  Government-owned  plants  built  during  the  war,  and  partly 
as  the  result  of  efforts  of  strong  companies  to  fortify  their  positions 
for  the  postwar  period.  Restoration  ol  the  Aluminum  Co.  of  America 
to  its  prewar  monopoly  position  condemned  in  the  Court  decision  ot 
March  1945  has  been  prevented  only  by  insistence  of  the  burplus 
Property  Administrator  and  the  Departmpt  of  Justice  that  Govern- 
ment-owned plants  be  disposed  of  only  to  interests  other  than  Alumi- 
num Co.  of  America;  United  States  Steel,  however,  has  strengthened 
its  position  by  acquiring  the  Geneva,  Utah,  plant.  Other  cases  might 

But  the  mere  recital  of  the  extent  of  control  in  the  hands  of  a few 
companies  by  no  means  indicates  fully  the  extent  of  the  control  over 
either  national  or  international  resources  and  supplip  of  important 
commodities.  In  the  copper  industry,  for, instance,  the  development 
of  large  operating  units,  both  in  the  United  States  and  in  forei^ 
countries,  has  gone  on  until  it  appears  from  a recent  study  by  the 
Federal  Trade  Commission  that  about  six  men  who  are  closely  linked 
through  banking  interests,  and  various  other  corporate  mterlockmp 
of  interest,  and  whose  companies  have;  been  adherents  in  the  past  to 
an  international  copper  cartel,  are  in  a position  to  dictate  production 
and  price  policies  respecting  the  bulk  of  world  production  of  copper 
other  than  that  produced  in  Russia.  Five  of  these  men  are  Ampicans. 
Four  of  them  occupy  a similar  position  with  respect  to  the  bulk  ot 
domestic  production,  and  the  fifth  has  a similar  position  respecting 

* TNEC  hearings,  pt.  25,  p.  13,  390.  tt  n oQn?  „ qi 

< Hearings  before  subcommittee  No.  3,  79th  Cong.,  1st  sess.  on  H.  R.  2357,  p.  91. 

» Ibid.,  p.  145. 

«Ibid.,p.  249. 

1 Ibid.,  p.  289. 

8 Ibid.,  p.  238. 

* Ibid.,  p.  267. 

i®  Ibid.,  p.  256. 

u Ibid.,  p.  254. 
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Canadian  production.*  Each  of  the  important  American  producing 
companies  has  important  interlocking  of  directors  or  officers  with  one 
or  more  large  New  York  banks. 

Question  2.  Please  Indicate  the  Action  Now  Being  Taken  by 

Your  Agency  to  Prevent  Monopolies  and  Concentrations, 

Including  the  Following  Specific  Information 

A.  LIST  OF  ECONOMIC  INVESTIGATIONS  MADE  WITHIN  THE  PAST  5 YEARS 

Wartime  cost  studies 

In  World  War  I,  the  Federal  Trade  Commission  was  the  cost  and 
profit  fact-finding  agency  for  the  Federal  Government.  During 
World  War  II,  the  Commission  was  called  upon  for  special  cost 
studies  for  the  Office  of  Price  Administration,  the  Director  of  the 
Office  of  Economic  Stabilization,  the  Coordinator  of  Fisheries,  and  the 
Procurement  Division  of  the  United  States  Treasury  Department. 
Studies  were  made  of  costs,  prices,  and  profits  in  the  household  furni- 
ture, steel,  paperboard,  bread  baking,  wheat-flour  milling,  biscuit  and 
cracker,  and  fertilizer  and  related  products  industries.  Studies  were 
also  made  of  the  cost  of  production  and  distribution  of  fish  and  the 
financial  history  and  operations  of  Potomac  Electric  Power  Co. 

• Household-furniture  industry. — On  June  28,  1941,  the  Administrator 
of  the  Office  of  Price  Administration  requested  the  Federal  Trade 
Commission  to  make  a study  of  the  costs,  prices,  and  profits  in  the 
furniture  industry  to  ascertain  whether,  and  to  what  extent,  recent 
price  increases  in  the  industry  were  justified.  Two  days  later  the 
Commission  began  its  inquiry,  and  in  60  days  the  Office  of  Price 
Administration  had  its  answer.  As  a result  of  this  investigation,  that 
agency  was  enabled  to  formulate  its  price  actions  with  respect  to  the 
industry,  which  prevented  the  runaway  prices  that  happened  in 
World  War  I. 

Information  was  obtained  from  67  representative  furniture  com- 
panies, and  included  costs  of  important  materials  used  in  manufactur- 
ing household  furniture,  unit  costs  of  manufacture  and  sale  of  popular 
selling  articles  of  furniture  as  of  the  dates  of  price  changes,  and  trends 
in  unit  costs  and  selling  prices  during  1940  and  1941.  Computations 
were  also  made  of  rates  of  return  on  investment,  ratios  of  costs, 
expenses,  and  profits  per  dollar  of  sales,  and  other  related  statistics, 
for  the  years  1936-41;  and  comparison  was  made  of  net  sales  of  the 
companies,  with  the  value  of  furniture  manufactured  in  1939,  as 
reported  by  the  United  States  Bureau  of  .the  Census. 

The  inquiry  was  conducted  for  the  further  purpose  of  determining 
whether  agreements  to  fix  or  maintain  prices  existed  in  the  industry 
and  whether  increases  in  wholesale  prices  of  furniture  were  the  result 
of  collusion  or  other  understandings  in  restraint  of  trade. 

Bread-baking  industry. — Immediately  following  the  household- 
furniture  inquiry  a study  was  made  of  the  costs,  prices,  profits,  and 
practices  in  the  bread-baking  industiy.  The  Office  of  Price  Admin- 
istration had  the  price  of  bread  under  close  surveillance  and  desired 
that  prices  be  kept  to  a minimum  because  of  its  importance  to  the 
low-income  consumer.  The  study  was  pursued  with  the  object  of 
ascertaining  whether  the  cost  of  producing  and  marketing  bread  and 
the  price  paid  therefor  by  consumers  could  be  reduced  by  modifica- 
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tiDn  of,  or  an  elimination  of,  certain  practices  including  (1)  the  sale 
o:  bread  on  consignment;  (2)  the  delivery  of  fresh  bread  daily,  or 
ojtener,  to  retail  outlets;  (3)  the  sale  of  bread  of  the  same  kind  in 
leaves  of  many  different  sizes  and  weights;  and  (4)  the  use  of  pre-  t 

n iums,  combination  offers,  free  goods,  prizes,  and  the  furnishing  of 
b cilities  by  bakers  to  retailers  in  connection  with  the  sale  of  bread. 

S ich  information  was  obtained  for  60  bread-baking  companies. 

A report  on  the  results  of  the  Commission  inquiry  was  transmitted 
t(  the  Office  of  Price  Administration  in  January  1942.  In  general, 
tl  e report  covered  a description  of  the  industry,  its  size  and  growth, 
tl  e degree  of  concentration  in  the  industry,  regulations  of  the  in- 
d istry  in  W orld  W ar  I,  the  production  cost  accounting  methods  used, 
a:  id  the  uneconomic  distribution  practices.  The  report  also  contained 
ir  formation  concerniug  costs,  prices,  and  profits,  and  statistics  of 
P 'oduction,  sales,  stale  returns,  etc.,  for  the  60  companies,  and  in- 
cl  tided  summaries  of  the  financial  condition  and  operating  results  for 
tl  e companies  during  the  years  1936-41,  together  with  the  details  of 
tl  e ingredient  costs  of  baking  and  wrapping  white  household  bread 
ai  certain  periods  during  1940  and  1941. 

Paperboard  industry. — In  November  1941,  the  Office  of  Price  Ad- 
n inistration  requested  the  Federal  Trade  Commission  to  make  a study 
ol  costs,  prices,  and  profits  in  the  paperboard  industry.  The  purpose 
o]  this  study  was  to  obtain  the  factual  baclcground  for  the  prices 
p iblished  by  the  Office  of  Price  Administration  in  its  maximum  price 
schedules  and  to  enable  it  to  give  consideration  to  applications  for 
p ice  changes  in  the  future.  The  shortage  of  paperboard  made  it 
n icessary  to  maintain  price  stability  and  prevent  undue  price  rises  and 
fi: : the  prices  at  such  levels  as  would  permit  certain  high-cost  mills 
tl  at  had  been  closed  to  resume  operation.  The  pertinent  information 
wis  obtained  from  the  books  and  records  of  47  companies  in  the  in- 
d istry  with  respect  to  the  operations  of  68  selected  paperboard  mills. 

The  Commission  transmittc'd  a report  on  tin;  results  of  this  inquiry 
tc  the  Office  of  Price  Administration  in  May  1942.  The  report  in-  * 

eluded  summaries  of  the  financial  condition  and  operating  results  of 
tl  e 47  companies  for  the  years  1936-41 ; monthly  mill  operating  state-  i 

raents  and  costs  for  specified  grades  of  paperboard  for  the  68  mills; 
and  paperboard  statistics  with  respect  to  avei'age  hourly  wage  rates 
and  earnings,  quoted  or  list  prices  of  paperlioard,  cost  per  ton  of 
vurious  kinds  of  pulp,  paper,  and  other  materials  used  by  the  mills 
ir  the  manufacture  of  their  product,  data  on  sales  of  paperboard  by 
giades  and  determination  of  machine  hour  rates.  The  report  also 
in  eluded  a description  of  the  development  of  the  paper  and  paperboard 
in  dustries  and  the  methods  of  production  cost  accounting  used  in  the 
in  dustry. 

Steel  industry. — Early  in  April  1942,  the  Commission  also  imder- 
tc  ok,  at  the  request  of  the  Office  of  Price  Administration,  a study  of 
c(  sts,  prices,  and  profits  in  the  steel  industry. 

Such  information  was  obtained  for  29  important  steel-producing 
c(  mpanies  which  accounted  for  about  90  percent  of  the  total  steel 
pi  oduction  in  the  country.  The  studies  involved  an  analysis  of  the 
c(  st  of  production  and  distribution  for  each  class  of  semifinished  and 
finished  steel  products  such  as  ingots,  blooms,  slabs,  billets,  plates, 
sleets,  bars,  rods,  pipe,  wire,  and  wire  rope;  also  for  each  grade 
tl  ereof  and  for  the  particular  sizes  which  accounted  for  a substantial 


ECONOMIC  CONCENTRATION  AND  MONOPOLY 


151 


portion  of  tonnage  in  each  of  those  classifications.  The  costs  were 
segregated  so  as  to  show  separately  the  cost  per  ton  for  material  used, 
productive  labor,  fuel  and  power,  depreciation,  repairs  and  mainte- 
nance, taxes,  and  all  of  the  other  costs  to  produce  and  sell  the  product. 
The  total  cost  of  production  and  distribution  was  compared  with 
the  corresponding  net  sales  realization  in  order  to  show  the  net  operat- 
ing profit  on  each  class  of  product  and  selected  item.  Supplemental 
information  was  also  furnished  with  respect  to  the  tonnage  and  yields 
involved  in  eadi  process. 

Fertilizer  and  related  products  industries. — In  August  1942,  the 
Commission  was  requested  by  the  Office  of  Price  Administration  to 
proceed  with  a study  of  costs,  prices,  and  profits  in  the  fertilizer 
industry,  with  reference  to  phosphate  rock,  sulfuric  acid,  super- 
phosphate, and  mixed  fertilizer.  The  purpose  of  the  inquiry  was  to 
provide  the  Office  of  Price  Administration  with  factual  background 
for  its  price  actions  in  these  industries. 

Information  as  to  costs,  prices,  and  profits  was  obtained  with 
reference  to  the  operations  of  1 2 phosphate  rock  mines  of  1 1 companies, 
and  for  the  sulfuric  acid,  superphosphate  and  mixed  fertilizer  opera- 
tions of  40  plants  of  24  companies.  From  time  to  time,  during  the 
course  of  the  inquiry,  reports  were  prepared  and  forwariled  to  the 
Office  of  Price  Administration  with  reference  to  these  operations  for 
the  companies  included  in  the  inquiry. 

The  various  reports  on  the  results  of  the  study  contain  financial 
data  for  individual  companies  for  each  of  the  years  1936-42,  including 
rates  of  profit  on  investment  and  percentage  of  profit  on  sales.  For 
the  years  1941  and  1942,  they  include  the  details  of  the  cost  of  produc- 
tion; tlie  cost  and  profit  per  ton  of  product  with  reference  to  phosphate 
rock,  sulfuric  acid,  superphosphate,  and  mixed  fertilizer;  and  the  net 
realization  from  the  sales  of  selected  grades  of  fertilizer,  analysis  of 
purchases  of  fertilizer  materials,  and  other  related  statistics. 

One  of  the  principal  requirements  of  the  inquiry  was  to  obtain 
information  concerning  the  costs,  prices,  and  profits  for  selected 
formulas  of  popular-selling  fertilizers  during  1941  and  1942.  Such 
information  was  obtained  for  103  separate  formulas.  This  involved 
an  analysis  of  the  cost  of  materials  used  in  each  formula;  the  determin- 
ation of  the  processing  cost,  including  mixing,  bagging,  and  shipping; 
the  cost  of  bags  and  tax  tags,  and  the  portion  of  selling,  general,  and 
administrative  expenses  applicable  to  each  formula.  Unit  costs  per 
ton  were  computed  for  each  formula,  together  with  the  net  sales 
realization,  f.  o.  b.  plant,  and  the  profit  or  loss  per  ton.  Because  of 
the  change  in  ingredients  in  the  formulas  from  time  to  time,  particu- 
larly in  1942  when  certain  of  the  materials  became  difficult  to  obtain 
on  account  of  the  war,  it  was  necessary  in  some  instances  to  cost  many 
of  the  formulas  a number  of  times  throughout  the  2-year  period  to 
show  the  effect  of  changes  in  costs  due  to  the  substitution  of  certain 
materials  for  those  customarily  used. 

Bread-baking  and  wheat-flour-milling  industries. — On  October  23, 
1942,  the  Director  of  the  Office  of  Economic  Stabilization  requested 
the  Federal  Trade  Commission  to  undertake  a “quick  but  adequate 
survey”  of  the  bread-baking  and  wheat-flour-milling  industries.  The 
inquiry  was  planned  to  meet  the  needs  of  the  Office  of  Economic 
Stabilization,  the  Office  of  Price  Administration,  the  Department  of 
Agriculture,  and  any  other  interested  Government  agency. 

93200 — 46 11 


f 


152  ECONOMIC  CONCENTRATION  AND  MONOPOLY 

The  inquiry  was  begun  iminediatelv  by  the  Commissinn  tn 
what  economies  could  be  made  in 
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Food  Distribution  0 dt  ’ No  rdated  De*  '’“n"  »f 

Secretaiy  of  Agriculture  This  ord„„.P  by  the 

the  industry  through  elimination  of  cei-m'  certain  economies  in 

tion  of  the  forni2  foi  S C?  "‘“''“■'diza- 

co|t“s:';nfet;“ 

rfpr  srrniXj‘:,rt‘'‘t,™rr£*o^^^^^^  “ 

Production  Board.  ^ecrctarj  of  Agriculture  and  the  War 

t'“Xar  :C£urS’‘^“  r 

return  to  farmers  or  to  lower  the  nriee  of  b.£rT  ^ reducing  the 
Director's  request  for  the  surUv  n Phid  ite  =T  Tl'o 

so  that  tlie  results  would  he  helpfid  also  to  l.rriffi  f “Jm''  “‘“'“'ri-d 

Se 'derntd^port  r',id™Kf  p^^^^ 
pared  for  the  Office  of  Price  AdministraC  ^ “ P""- 

niscuit  and  cracker  'industi'y, — In  Janiiarv  1Q4^  flm  Am  t d * 
Administration  requested  the  Federal  Tm’lo  n Price 

bSiflmatofL 

companies,  Lcludini  it  ^"^1  tfielSu?  ?f  aiii'ei  fl 
bZtrf.  «"'■  « percent  of  die  eTtire 

oflLtqti;%"vhr(SroiT"^^ 

faZiring  pfanls, 

C0lt/Se“®'*  fo--  «“  yeora  1941  aild  1942  for  other 
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Cost  oj  producing  and  distributing  fish. — In  April  1944,  the  Com- 
mission was  requested  by  the  Office  of  the  Coordinator  of  Fisheries  of 
the  United  States  Department  of  the  Interior  to  conduct  a study  of 
producing  and  distributing  fishery  products  in  the  New  England, 
Middle  Atlantic,  Gulf,  Pacific  and  Great  Lakes  producing  regions. 
The  Coordinator  of  Fisheries  was  charged  under  Executive  Order 
9204  vdth  the  responsibility  for  developing  and  assuring  sustained 
production  of  aquatic  food  supplies  essential  to  the  conduct  of  the  war. 

Studies  were  made  of  the  costs,  prices,  and  profits  of  producers  and 
distributors  for  the  war  years  in  the  five  areas  enumerated  above,  and 
of  the  methods  and  channels  of  distribution  in  use  in  the  respective 
areas.  Field  work  in  these  areas  was  carried  on  bv  the  Commission’s 
staff  during  May  and  June  1944.  Additional  studies  were  made  in 
Mav  and  June  1945  in  the  Middle  Atlantic  and  Pacific  coast  areas, 
at  the  further  request  of  the  Office  of  Coordinator  of  Fisheries  in 
April  1945. 

Over  200  cost  reports,  with  explanatory  comments  concer.iing 
trends  in  prices,  costs,  and  profits  for  individual  producers  and  dis- 
tributors concerning  their  operations  during  the  years  1941-44,  were 
compiled  and  forwarded  to  the  Office  of  the  Coordinator  of  Fisheries. 
From  these  and  other  ilata  collected  in  the  inquiry,  the  Commission 
also  prepared  reports  concerning  the  methods  and  costs  of  distribu- 
tion of  fish  in  the  New  England,  Great  Lakes,  and  Pacific  coast 
regions. 

Potomac  Electric  Power  Co. — In  February  1944,  the  Dhector  of 
Procurement  of  the  United  States  Treasury  Department  requested 
the  Commission  to  make  a study  of  the  financial  history  and  opera- 
tions of  Potomac  Electric  Power  Co.  The  Procurement  Division  of 
the  Treasury  intervened  in  proceedings  before  the  District  of  Colum- 
bia Public  Utilities  Commission  in  connection  with  the  annual  hear- 
ings concerning  electric  rates  of  Potomac  Electric  Power  Co.  By  this 
intervention  it  sought  a modification  of  the  sliding-scale  arrangement 
under  which  the  company’s  rates  were  fixed,  together  with  a reduction 
in  rates  for  all  consumers. 

At  an  earlier  date,  the  Commission  had  made  an  exhaustive  inves- 
tigation of  the  North  American  Co.,  which  exercised  control  over 
Potomac  Electric  Power  Co.,  in  its  Nation-wide  public  utilities 
electric  and  gas  inquiries.  For  this  reason  the  Procurement  Division 
of  the  Treasury  was  of  the  opinion  that  the  Commission  could  be  of 
assistance  to  it  in  the  rate  hearings  of  Potomac  Electric  Power  Co. 

The  Commission’s  report  was  completed  in  ^larch  1944  and  was 
introduced  into  the  record  as  an  exhibit  in  the  proceedings  before  the 
Public  Utilities  Commission  of  the  District  of  Columbia. 

The  report  indicated  that  the  operations  of  Potomac  Electric 
Power  Co.  have  been  profitable  throughout  its  corporate  history. 
The  return  to  Washington  Railway  & Electric  Co.,  the  owner  of  all 
of  the  outstanding  common  stock  of  the  Potomac  Electric  Power  Co., 
averaged  15.7  percent  on  its  common  stock  equity  (par  value  of  com- 
mon stock,  plus  reinvested  earnings)  in  the  company  during  the  period 
under  review.  During  the  period  1903-24,  prior  to  the  inauguration 
on  January  1,  1925,  of  the  sliding-scale  arrangement  for  fixing  rates, 
the  return  on  the  common  stock  equity  averaged  26.3  percent.  For 
the  period  1925-43,  when  the  sliding-scale  arrangement  was  in  effect, 
the  average  return  was  14.2  percent.  The  earnings  from  this  invest- 
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rncnt  had  also  boon  shared  by  the  North  American  Co.,  which  exer- 
cised control  of  Washington  Railway  Electric  Co.  through  owner- 
ship of  34.55  percent  of  the  voting  stock  of  the  railway  company. 

Since  the  inauguration  of  the  sliding  scale,  the  revenue  to  Potomac 
Electric  Power  Co.  from  sale  of  electric  energv  increased  over  200 
percent,  from  $7,024,014  in  1925  to  $22,390,048  in  1943.  During 
this  time  the  kilowatt-hours  sold  increased  over  800  percent,  from 
172,870,305  to  1,558,190,228;  and  the  average  selling  price  per  kilo- 
watt-hour (lecreased  from  4.00  cents  in  1925  to  1.44  cents  in  1943. 

Cash  ilividends  on  common  stock  paid  to  Washington  Railway  A' 
Electric  Co.  aggregated  $48,225,000,  and  J'otomac  Electric  Power'Co. 
increased  its  surplus  bv  $20,947,900  from  Januarv  1,  1925,  to  the  end 
of  1943. 

As  a result  of  the  hearings  before  the  District  of  Columbia  Public 
Utilities  Commission,  the  sliding-scale  arrangement  was  considerably 
modified  and  the  company  was  directed  to  file  new  rate  schedules  to 
effect  substantial  reductions  in  rates  to  consumers. 


Economic  rejmrts 


Case  studies  in  distributmi  cost  accountinc/  for  manufacturers  and 
w'/m/esu/ers.— Investigation  ordered  August'  9,  1939;  investic>-ation 
completed  Juno  23,  1941. 

This  investigation  made  for  the  purpose  of  ascertaining  the  methods 
used  in  determining  the  distribution  costs  in  relation  to  administration 
of  the  Robinson-Patman  Act  (copy  of  ri'port  attached)  (exhibit  1). 

Distribution  methods  and  costs. — Phidertaken  under  section  0 of  the 
Federal  Trade  Commission  Act,  by  resoh  tion  of  the  Commission 
adopted  June  27,  1940,  in  view  of  tlie  fact  tliat  more  than  half  of  the 
cost  of  many  articles  to  consumers  consists  of  costs  and  profits  of 
distribution  (including  transportation),  aiul  that  certain  uneconomic 
distribution  methods  and  practices  tend  to  enhance  those  costs,  or  to 
hamper  and  restrict  the  convenient  and  economic  flow  of  commodities 
from  producer  or  processor  to  consumer.  Commission  action  was 
not  based  on  any  specific  complaint,  but  was  based  rather  on  the  need 
for  more  information  within  the  Commission  as  well  as  in  other 


Government  agencies  to  answer  the  general  criticism  of  distribution 
costs  by  Congress  and  the  public.  The  inquiry  was  extended  as  the 
result  of  requests  from  other  Government  agencies  for  data  respecting 
commodities  not  included  in  the  original  project.  Results  of  the 
inquiry  were  made  available  to  wartime  and  other  Government 
. agencies  and,  in  most  instances,  were  submitted  to  the  Congress  and 
published. 

The  report  was  issued  in  parts,  as  follows; 


Fart  I.  Impoitant  food  products  (e.xhibit  2):  Submitted  to  the  Congress  Novem- 
ber 11,  1943.  Printed,  223  pages.  Commodities:  Biscuits  and  crackers,  bread, 
coffee,  flour,  milk  and  milk  products,  i)ackaged  cereals,  cane  and  beet  sugar, 
fruit  and  vegetable  canning,  fresh  fruits  and  vegetables,  and  meats.  Data  cover 
methods  and  costs  of  distribution  of  processors,  wholesale  grocers,  and  retail 
grocers. 

Part  II.  Weari7ig  apparel  and  carpets  (exhibit  3):  Furnished  to  wartime 
agencies  but  not  published,  123  pages  typed.  Commodities:  Men’s  and  boys’ 
ready-to-wear  clothing,  men’s  and  boys’  shirts  and  collars,  women’s  and  misses’ 
outer  wear,  women’s  hosiery,  and  wool  carpets  and  rugs. 

Part  III.  Building  materials  (exhibit  4):  Submitted  to  the  Congress  February 
19,  1944.  Printed,  50  pages.  Commodities:  Lumber,  paints  and  varnishes,  and 
Portland  cement.  Data  cover  methods  and  costs  for  manufacturers  and  lumber 
wholesalers  and  retailers. 
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Part  IV.  Petroleum  products,  automobiles,  rubber  tires  and  tubes,  electrical  house- 
hold appliances,  and  agricultural  implements  (exhibit  5):  Submitted  to  the  Con- 
gress March  1944.  Printed  1S9  pages.  Commodities  covered  are  indicated 
cost  J'of  disirilmtim^^  manufacturers’,  wholesalers’,  and  retailers’  methods,  and 

Part  \ . Advertising  as  a factor  in  distribution  (exhibit  6):  Submitted  to  the 
Congress  October  30  1944.  Printed  50  pages.  Deals  generallv  with  advertising 

cost  of  advertising  by  manufacturers,  whole.salers,  and  retailers 
of  diirerent  hues  of  commodities,  and  more  specifically  with  the  economic  aspects 
of  mantifacturer-dealer  cooperative  adverti.sing  in  specified  lines  ^ 

Part  \1.  ^hlk  distribution,  prices,  spreads,  and  profits  (exhibit  7):  Submitted 
to  the  Congress  June  IS,  194o.  I rinted,  58  pages.  Data  cover  methods  and 
costs  of  milk  and  milk  products  of  manufacturers  and  distributors  with  bdef 
discu.^sion  of  cooperative  marketing,  trade-liarrier  effects  of  health ’regulations 
profit  spread.s  ami  rea.sonableness  of  milk  prices,  .spreads,  and  profits 

1 -xfls  V-'  , 7 production  and  distribution  offish  in  the  Great  Lakes  area  (ex- 

Inlnt  8):  I miertaken  at  request  of  the  Office  of  Coordinator  of  FislSies  dated 
/ pril  fi,  1944,  data  furnished  the  Coordinator.  Report  submitted  to  the  Con- 
gre.-^s  .lune  30,  194.o.  Printed,  59  pages  (copies  attached). 


lliLs  inquiry  was  undertaken  so  that  a study  might  be  made  of  the 
methods  and  channels  of  distribution,  costs  of  distribution,  and  prac- 
tices usages,  trade  bari'iers,  laws,  charges,  rates,  and  any  other  factors 
whicli  are  an  eleinent  ol  or  which  affect  distribution  to  anv  sub- 
stantial degree.  \\  bile  the  element  of  monopoly  was  not  oyerlooked 
m this  suryey,  yet  the  principal  features  deyeloped  pertained  to  the 
economic  costs  and  results  ol  certain  acts  and  practices. 

in  addition  to  the  Commission,  many  other  agencies  used  these 
reports  m connection  with  pricing  and  distribution  problems,  such  as 
Ol  A,  Coordinator  of  hishenes  lor  'War,  Department  of  Agriculture 
\tiiious  bureaus  ol  the  War  Ucpartiuentj  etc.  * 

^ The  J louse  Coinmittee  on  Agriculture  was,  at  their  request,  furnished 
copies  ol  each  ol  the  aboye.  The  inquiry  was  undertaken  on  the 
Commission  s own  imtiatiye. 


Inyestigation  began 

jqm  ^ ' ^941 ; inyestigatioii  completed  June  30, 

1941,  and  March  lo,  1943. 

Ihe  first  part  cqyercd  76  industries  for  the  year  1939.  The  second 
part  coyered  86  industries  for  the  year  1940.  The  reports  were 
piepared  by  industiTcs  and  jiresented  in  comparatiye  form  in  a sum- 

aTtmJual  (S.it  9)^^^  summaries  showing  the  industries  coyered  are 


The  work  was  initiated  pursuant  to  the  request  of  the  President  as 

infornm  The  purpose  of  the  project  was  to  proyide  an 

mloi  nation  stabilizer  by  placing  the  fabricators,  the  distributors 

and  the  consumers  on  the  same  leyel  of  information.  It  is  belieyeil 
that  such  reports  will  result  m minimizing  fluctuations  of  prices  and 
pioduction  and  thereby  attain  more  stable  employment.  The  1940 
leports  show  the  degree  of  concentration  by  size  groups. 

discontinued  coincident  with  the  approyal  by  the 
mbiMration  " ^ 


: f r'' d/.sfri6idcr.s.— Ihis  was  an  investigation  into  the  prices 

!-n  1.  1 lor  certain  perishable  foods  which  are 

customarily  delivered  by  the  producers  to  the  retailer’s  store,  but 

hi  PI,  1 mass  distributors,  have 

been  delivered  to  his  warehouse  (exhibit  10) 


Itxliibit  10  will  bo  subniiUod  later. 
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The  discount  allowed  by  the  food  producci’s  on  deliveries  to  retailer’s 
warehouse  was  the  issue  about  which  there  was  much  concern. 

Wholesale  bread-baking  industry. — This  n'port  consists  of  two  parts, 
viz;  Part  I — Waste  in  the  distribution  of  bread,  in  which,  notwith- 
standing the  wartime  effort  of  the  Government  to  hold  down  the 
price  of  bread  and  prevent  waste  under  Wai  Food  Order  No.  1,  it  was 
found  that  in  large  sections  of  the  country  considerable  waste  still 
exists;  and  Part  II — Costs,  prices  and  profits  of  wholesale  baking 
industry,  which  shows  that  the  industry  under  wartime  price  regula- 
tions and  controls,  considerably  improved  its  profit  position.  Largely 
the  increase  in  profits  resulted  from  reduction  in  costly  and  wasteful 
trade  practices  such  as  consignment  selling,  furnishing  bread  racks, 
and  other  equipment  free,  giving  of  premiums,  etc.,  which  were 
prohibited  by  War  Food  Orcler  No.  1.  These  residts  were  attained 
through  only  partial  compliance  with  the  Government’s  attempt  to 
eliminate  such  costly  and  uneconomic  practic(>s  (exhibit  11). 

Permanent  discontinuance  of  such  practices  woid<l  he  especially 
beneficial  to  the  smaller  and  medium-sized  wholesale  bakers,  the 
great  majority  of  whom  favor  such  elimination.  Such  concerns, 
because  of  their  limited  capital,  cannot  compete  on  equal  terms  with 
the  large,  multiple-plant  companies,  which  often  resort  to  predatory 
competition  in  limited  areas  where  they  do  not  dominate  the  business, 
while  they  balance  losses  in  such  territorii'S  with  profits  in  higher- 
priced  controlled  markets. 

The  report  also  shows  that  the  smaller  companies  utilized  their 
capital  investment  more  efficiently  than  the  larger  companies,  and 
that  the  largest-sized  group  of  companies  were  least  efficient  in  this 
respect. 

A postwar  remedy  involves  many  complex  problems,  consequently 
the  Commission  stated  in  part  I of  the  report 

It  is  also  suggested  that  a careful  examination  of  present  laws  be  made  by  the 
legislative  and  executive  branches  of  the  Governnumt  to  determine  what  legisla- 
tion. if  any,  is  needed  to  permanently  eliminate  wasteful  trade  practices  and 
predatory  competition  which  threatens  the  existence  of  many  small  bakers,  fore- 
dooms new  ventures  to  failure,  and  promotes  regioiial  monopolistic  control  of  the 
wholesale  bread-baking  industry. 

B.  PLEASE  INCLUDE  ALONG  WITH  THE  OTHER  ECONOMIC  INVESTIGA- 
TIONS, INFORMATION  ON  VOim  CARTEL  .STUDY  WITH  PARTICULAR 
EMPHASIS  ON  RESULTS,  TO  DATE,  OF  THIS  CARTEL  STUDY 

Part  I.  Economic  study  oj  cartels 

This  study  was  ordered  by  the  Commission  September  19,  1944. 
The  studies  embraced: 

1.  Inteniational  cartels  in  the  alkali  industry — withheld  from 

_ ^ 

publication  on  account  of  Department  of  Justice  proceeding. 

2.  International  aluminum  cartels  and  Aluminum  Co.  of 
America. 

3.  International  stetd  cartels  and  the  Steel  Export  Association 
of  America. 

4.  International  phosphate  cartels — submitted  to  the  Congress 
May  1,  1946  (exhibit  12). 

Lo.  International  electrical-equipment  cartel — ^withheld  from 

publication  pending  completion  Department  of  Justice  case. 

6.  International  potash  cartels. 
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7.  International  sulfur  cartels. 

8.  Cartel  economics  and  cartel  types. 

All  of  the  studies  made  have  been  completed  by  the  Cominission’s 
stall.  Reports  Nos.  1 and  5 have  been  withheld brom  publication  by 
the  Commission  because  of  legal  proceedings  instituted  in  the  courts 
under  the  Sherman  Act  by  the  Department  of  Justice  against  the 
important  companies  iu  these  industries.  Report  No.  7 has  been 
withheld  because  of  jiroceedings  instituted  by  the  Commission  under 
the  Export  Trade  \ct.  Report  No.  4 has  been  transmitted  to 
Congress  atui  Reports  Nos.  2,  3,  6,  and  8 are  under  consideration  by 
the  Commission. 

The  facts  assembled  in  these  reports  with  respect  to  the  world 
monopolies  accomplished  through  cartel  agreements  among  inanu- 
lacturers  and  ])roducers  in  all  of  the  important  industrial  nations  of 
the  world,  it  is  belieyed,  will  furnish  tlie  Congress  with  information 
wliich  should  be  most  belpful  in  arriving  at  needed  legislation  to 
eliminate  future  world  monopolies. 

Part  II.  Investigation^  by  the  Commission  of  export  trade  associations 
that  have  entered  into  international  agreements 

Ibe  Export  Trade  Act,  commonly  known  as  the  Webb-Pomerene 
Act  (40  Stilt.  516;  15  L.  S.  C.  A.,  sec.  61),  authorizes  the  organization 
and  operation  of  associations  of  two  or  more  American  persons,  part- 
nerships, or  corporations  to  engage  in  export  trade  from  the  United 
States  to  any  foreign  nation.  Under  this  act,  the  Commission  exer- 
cises certain  administrative  functions  and  is  authorized  to  make  both 
formal  and  informal  investigations  of  the  activities  of  such  associa- 
tions  Tbe  statute  (sec.  5)  provides  that  if  the  Commission  has  reason 
to  believe  that  an  association  is  violating  the  law,  it  shall  conduct  an 
investigation.  If  the  Commission  shall  conclude  from  such  investi- 
gation that  the  law  has  been  violated,  it  may  make  to  such  association 
1 ecommendations  for  the  readjuistment  of  its  business  in  order  that 
it  niay  thereafter  maintain  its  organization  and  management  and 
conduct  its  business  in  accordance  with  law.  Investigations  of  this 
character  are  conducted  by  the  Commission’s  Export  Trade  Office; 
infonnal  investigations  leading  up  to  formal  action  are  conducted  by 
the  Commission’s  chief  examiner. 

A bormal  invest  igations  undertaken  by  tbe  Commission  of  export 
trade  associations  pursuant  to  tbe  proyisions  of  section  5 of  the 
Export  Trade  Act: 

Florida  Hard  Rock  Phosphate  Export  Association,  docket  202-2: 

t he  C oininission  i.s.sued  sununoiiH  and  bill  of  particulars  on  .July  14.  1944, 
copies  of  which  are  herewith  transmitted.  Hearings  were  held  in 'l944.  The 
Uommi&.sion  s conclusions  and  recommendations  for  readjustment  of  the  business 

i^ection  5 of  the  Export  Trade  Act,  were  issued  on  June 
XU,  1940.  Ihese  papers,  together  with  the  Commission’s  final  report  on  the 
inquiry,  are  herewith  transmitted.  The  a.ssoeiation  submitted  a report  of  com- 

pliaiice  which  was  received  and  accepted  by  the  Commission  on  October  9.  1945 
(exhibits  13  to  15). 

Phosphate  Export  Association,  docket  202-3: 

Ihe  Comniission  i.ssued  a summons  and  bill  of  particulars  on  July  14  1944 
copies  of  which  are  herewith  transmitted.  Hearings  were  held  in  1944’  The 
Loinmi.ssion  s conclusions  and  recommendations  for  readjustment  of  the  associa- 
tioiis  business  were  issued  on  March  6.  1946,  copies  herewith  attached  The 
nnai  report  on  this  inquiry  is  now  being  printed,  and  will  be  available  in  Julv 
in  lieu  of  a report  of  compliance,  the  association  advised  the  Commission  that  the 
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agreements  in  question  had  been  abrogated  and  that  the  association  voted  to 
dissolve  on  October  11,  1945  (exhibit  16). 

Sulphur  Export  Corp.,  docket  202-G: 

The  Commission  issued  summons  and  bill  of  particulars  on  March  3,  1945, 
copies  of  which  are  herewith  transmitted.  Hearings  were  held  in  1945  and  the 
assembling  of  the  facts  has  been  completed.  The  iiupiiry  is  now  pending  before 
the  Commission  for  final  action  (exhibit  17). 

General  Milk  Co.,  docket  202-7: 

The  Commission  issued  siimmons  and  bill  of  particulars  on  April  30,  1945, 
copies  of  which  are  herewitli  transmitted.  Hearings  were  held  in  1945  and 
further  hearings  may  be  held.  The  inquiry  is  pending  (exhibit  18). 

Export  Screw  Association  of  the  United  States,  docket  202-8: 

The  Commission  issued  summons  and  bill  of  i>articulars  on  January  3,  1946, 
coj>ies  of  which  are  herewith  transmitted.  Hearings  were  held  in  1946,  and  the 
assembling  of  the  facts  has  been  completed.  Draft  of  report,  conclusions,  and 
recommendations  is  being  prepared  by  the  Export  Trade  Office  for  submission  to 
the  Commission  (exhibit  19). 

Pipe  Fittings  and  Valve  Export  Association,  docket  202-9: 

The  Commission  issued  summons  and  bill  of  i)articulars  on  May  3,  1946,  copies 
of  which  are  herewith  transmitted.  Hearings  will  be  scheduled  at  an  early  date. 
The  inquiry  is  pending  (exhibit  20). 

Electrical  Apparatus  Export  Association,  docket  202-4: 

The  Commission  issued  summons  on  October  28,  1944,  and  bill  of  particulars 
on  December  15,  1944.  No  hearings  have  l)een  held.  The  iiuiuiry  is  under  sus- 
pension in  view  of  a civil  action  brought  by  the  Department  of  Justice  in  the 
southern  district  of  New  York,  in  October  1945,  involving  some  of  the  same  issues 
and  evidence  as  the  Commission’s  proceeding,  the  latter  being  pending  and 
undetermined  (exhibit  21). 

B.  Informal  investigations  of  export  trade  associations  conducted 
by  the  Commission  preliminary  to  consideration  of  necessity  for 
formal  action: 


Copper  Exporters,  Inc.,  Iiad  agreements  wifh  foreign  producers  which  were 
abrogated  in  1932.  These  were  the  subject  of  inquiry  by  the  (’ommission’s  chief 
examiner  in  1944,  but  no  formal  action  has  been  taken.  The  association  is 
inactive. 

Goodyear  Tire  A Rubber  Exj)ort  Co.  and  the  Rubber  Export  Association  have 
had  international  agreements  which  are  now  under  incpiiry  by  the  Commission’s 
chief  examiner.  This  matter  is  pending. 

Metal  Latli  Export  Association  has  had  agreements  witli  foreign  producers. 
An  inquiry  was  made  by  the  chief  examiner  and  this  matter  is  pending  in  the 
Export  Trade  Office. 

Plate  Gla.ss  Eximrt  Association  had  international  agreements  which  were  the 
subject  of  impiiry  by  the  Commissioirs  chief  examiner  in  1944.  The  association 
was  dissolved  on  April  4,  1944,  and  the  iiuiuiry  closed  by  tlie  Commission  without 
formal  action,  in  September  1945. 

Potash  Export  Association  had  a sales  agreement  witli  foreign  ])roducers  in  1939, 
which  was  the  subject  of  an  iiuiuiry  by  tiie  C’ommissioirs  chief  examiner  in  1944. 
The  inquirv  was  closed  bv  th(‘  ('ommission  without  formal  action,  in  December 
1945. 

It  may  also  be  nottul  that  two  olher  Export  Trade  Act  assoeia-tioiis, 
California  Alkali  Ex])ort  Association  and  tlu^  I'nitcd  Slates  Alkali 
Ex])ort  .Vssociation,  have,  luM'tdoforc,  cnttTt'd  into  agrtauncnls  with 
foreign  prodtieers.  However,  no  iiivc^stigaliou,  formal  or  informal, 
has  been  made  of  llust^  associations  or  of  the  agretumuits  heeaust'  of 
the  fact  that  these  associations  are  defendants  in  a civil  action  brought 
])y  the  Altornev  (hnieral  in  the  south(U’n  district  of  New  York  in 
1944.  an  action  which  is  still  pending.  Tliis  suit  involves  (luestions 
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as  to  lli('  validity  of  such  agfecnn'iits  and  the  legality  of  the  ojxu'ations 
of  these  associations;  lu'ma'  action  l)y  the  Commission  at  this  time 
woidd  he  a duplication. 

The  above  list  constitutes  an  enunu'ration  of  Exjiort  Ti'ade  Act 
associations  that  have  (‘ntenal  into  international  oi'  so-called  cartel 
agreeimuits  which  have  been  inv('stigated  by  tlie  ('ommission.  The 
majority  of  associations  oi'ganized  under  the  Wehh  Act  have  never 
entered  into  such  agrc'cments,  and  lienee  none  of  these  associations  is 
included  licrcin. 


C.  PLEASE  FiniNISH  A LIST  OF  ALL  LEO.\L  INVESTIGATIONS  MADE  IN 

THE  LAST  5 YEARS  COVERING  THE  FOLLOWING  Sl  UJECTS:  PRICE 

FIXING  AND  PRICE  .MAINTEN.VNCE,  INVESTIGATIONS  I XDER  ROlilN- 
SON-PATM.VN  ACT,  RASING-POINT  INVESTIGATIONS,  AND  MERGER 
INVESTIGATIONS.  PLEASE  INCEl'DE  THE  EOLLOWIXG  FOR  EACH 

investigation; 

(1)  Date  and  source  of  first  complaint  on  tlie  problem. 

(2)  Date  investigation  began. 

(3)  Date  investigation  completed,  including  any  hearings  before 
examiners. 

(4)  Beginning  and  closing  dates  of  hearings  liefore  the  Commission. 

(5)  Results-  including  brief  statement  showing  manner  in  which 
investigation  resulted  in  retarding  monopoly  or  concentration. 

[Material  in  answer  to  this  question  not  reprinted.] 

D.  WHICH  OF  the  CASES  HANDLED  BY  YOU  IN  THE  EAST  5 YEARS  ARE 
CONSIDERED  TO  H.AYE  BEEN  MOST  SIGNIFIG.ANTL Y SrCCESSFCL  FROM 
THE  STANDPOINT  OF  ACTCAELY  BREAKING  AIONOPOl.IES  AND  RETARD- 
ING CONCENTRATION? 

Since  the  Commission’s  ])ower  to  orih'r  divestiture  of  unlawful 
eorjiorate  stock  aeciuisitions  under  sections  7 and  1 1 of  the  Clayton 
Act  was  ri'duced  practically  to  zero  by  court  (h'cisions  more'  than  10 
years  ago,  tlu'  answer  to  the  ahovi'  (jiu'stion  will  havi'  to  he  found 
among  easi's  involving  voluntary  combinations  of  compi'titors  to  tix 
jirices  or  oth('rwis('  inti'rfi'ii'  with  competition  and  among  cases  in- 
volving monopolistic  forms  of  price  disci'iminat  ion.  Price  fixing  by 
eomhinations  of  competitors,  particularly  in  heavy-goods  industries, 
has  hi'cn  Inapieiitly  accomplished  by  nu'thods  and  systems  calcnlateil 
to  ef|ualize  the  delivered  jirices  of  all  eompi'ting  nn'mljcrs  of  the 
industry.  Then'  have  been  threi'  principal  imUhods  of  accomplishing 
that  lA'Sult;  First,  tin*  zmu'  di'liveri'd  prici'  systiun,  wiu're  all  sellers 
niaki'  a singh*,  idc'utical  (h'livered  price  to  all  l)uy('rs  within  a iiiven 
zone,  disregarding  all  differences  in  costs  of  dclivi'ry  from  the  respective 
si'llers  and  to  the  respective  buyers  within  the  zone;  s<H-ond.  tlu'  liasing- 
poinf  system,  wlu'rt'  all  sellers  at  a givtui  destination  calculati'  their 
(h'liv  ered  prices  on  th('  fiction  that  all  are  shipping  from  a common 
])oint,  where  all  adopt  the  base  pi'ice  of  tin*  mill  or  mills  loeati'd  at 
that  point  and  where  th<^  nonhasc'  mills  colleiT  ‘‘phantom  freight”; 
third,  th('  so-calk’d  fnaghf-i'Ciualization  system,  when'  (‘aeh  mill  has 
its  f.  o.  h.  mill  price'  wlfu'h  controls  the  dehveTe'd  jirices  of  all  nnlls  in 
its  own  freight-advantagt'  te'rritory,  w hen'  t'ach  iiiill  shrinks  its  mill 
price'  when  selling  in  frcight-aelvantage'  te'rriletry  eef  the'  either  mills  l>y 
the  amemnt  lu'ce'ssary  te>  match  tiu'  de'live'red  (irici'S  of  such  freight- 
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ii(I\ mills  (industry  calls  this  shriukai^c  freight  absorption), 

and  wlicrc  there  heiiur  no  nonhase  mills  phantom  freiirlit  does  not 
exist. 

Two  cas('s  involving  pric('-hxin^^  combinations  throucrli  use  of  zone- 
delivered  prices  ^w(U'e  derided  by  the  Commission  and  the  courts 
A^ithin  th('  last  5 \ eai*s.  In  tlu‘  cas<‘  of  Soli  Prodveart^  jr\^fiocioiioo ^ 
c?  oL  V.  Federal  Trade  Commission  (134  !•'.  2d  354),  tlie  order  of  tlie 
Commission  was  sustained  and  the  r(‘S])ondents  W(u*(‘  onh'red  to  cease 
and  desist  from-  - 


Coiitinuiii^  the  delivered  price  zones  heretofore  used  for  making?  quotations  and 
sales  of  salt,  or  establishing  or  maintaining  anv  delivered  price  zones  which  are 
similar  to  those  heretofore  used  in  that  their  use  would  result  as  heretofore  in 
making  the  delivered  prices  of  the  respective  corr>orations  identical  desiiite  their 
different  costs  of  deliverv; 


A somewhat  similar  order  was  sustained  in  the  A7ner!can  Chain  and 
Cable  Co7n])any,  et  aL  v.  Federal  Tf^ade  Conunission  case  (142  F.  2d 
909).  One  of  these  eases  involved  the  producers  of  salt  and  the  other 
involved  manufacturers  of  wire  rope.  The  courts  also  upladd  in  these 
cases  tlie  Commission's  interdiction  of  a ^‘pl*f^ibed  or  agreed  common 
course  of  action/^  in  addition  to  the  conventional  order  against  com- 
bination, conspiracy,  agn^ement,  etc.  By  tlie  addition  of  that  phrase 
it  was  hoped  to  make  more  difficult  tlie  continuation  of  the  zone 
delivered  price  system  which  it  had  been  found  was  maintained  by 
combination,  etc.  Injunctions  against  price-fixing  conspiracies  and 
combinations  have  frecjiiently  failecl  to  be  effective  because  of  the 

, ^ s t ( m wliicJi  automatically  equalizes  delivered 

prices. 

The  Commission  has  entered  orders  against  practically  the  entire 
cement-manufacturing  industry  and  against  the  manufacturers  of 
rigid-steel  conduit,  commanding  them  to  cease  and  desist  from  using 
the  basing  point  system  as  a means  of  fixing  identical  delivered  prices. 
Both  cases  are  on  review  in  the  Circuit  Court  of  Appeals  for  the 
Seventh  Circuit.  The  cement  case  has  been  briefed  and  argued  and 
decision  is  impending.  Tlie  cement  cas(>  attacks  the  basing-point 
system  not  only  as  a price-fixing  device  but  as  involving  discrimination 
in  price  unlawful  under  the  Clayton  Act.  The  rigid-steel-conduit 
case  attacks  the  system  not  only  as  a price-fixing  conspiracy  but  as 
an  unfair  method  of  competition  when  used  singly  but  concurrently 
by  each  producer  with  knowledge  that  the  others  also  use  it.  If 
upheld  by  the  courts  the  Commission  will  have  added  very  substan- 
tially to  its  succe.ss  from  the  standpoint  of  actually  breaking  monop- 
olistic price-fixing  combinations  by  depriving  them  of  the  tools  which 
are  necessary  to  the  matching  of  delivered  prices. 

The  Circuit  Court  of  Appeals  for  the  Seventh  Circuit  has  upheld 
the  Commission  in  two  quite  recent  cases  where  a basing-point  system 
and  a system  of  freight  equalization  were  em])loyed  to  enable  organized 
groups  of  competitors  to  match  their  delivered  prices.  In  United 
States  Maltsters  Association  v.  Federal  Trade  Commission  (152  F.  2d  162) 
the  court  agreed  with  the'  Commission  that  the  itlentity  of  delivered 
price  resulted  from  the  system  of  calculating  prices  as  tlioiigh  all 
shipments  were  made  from  Chicago  instead  of  from  the  widely  scat- 
tered plants  of  the  respective  maltsters  and  that  any  conclusion  other 
than  that  of  a price-fixing  combination  “wordd  do  violence  to  com- 
mon sense  and  the  realities  of  the  situation.”  In  The  Milk  and  Ice 
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Cream  Can  Institute  v.  Federal  Trade  Commission  case  (152  F.  2d  478) 
the  court  held  that  it  was  “an  unnatural  situation”  for  delivered 
prices  to  be  the  same  to  any  given  purchaser  from  widely  scattered 
producers,  that  the  system  of  freight  (‘qualization  which  accomplished 
that  couhi  hardly  be  emjjloyed  without  agreement  or  plan,  and,  as  in 
tlie  Maltsters  case,  that  “any  other  conclusion  would  do  violence  to 
common  sense  and  the  realities  of  the  situation.”  These  two  court 
decisions  go  far  toward  establishing  the  inference  that  any  system 
which  nullifies  differences  in  freight  deliveiw  costs  among  competing 
sellei's  and  thereby  creates  identity  in  their  delivered  jirices  may  bo 
prohibited  by  the  Commission  as  inherently  collusive  and  unfair. 
Further  light  on  the  soundness  of  such  a conclusion  will  be  obtained 
when  the  cement  and  rigid-steel-conduit  cases  are  decided  by  the 
courts. 

In  April  1945  the  Supreme  Court  upheld  the  Commission  in  two 
cases  which  may  be  considered  as  having  in  some  respects  inore  far- 
reachins:  significance  in  the  prevention  of  monopolistic  discriminations 
in  price  than  any  other  cases  decided  during  tlu'  last  5 years.  They 
may  be  referred  to  as  the  glucose  cases  because  the  respondents  were 
the  Corn  Products  Refining  Co.  and  the  A.  E.  Staley  Manufacturing 
Co.  (Corn  Products  Refining  Company  v.  Federal  Trade  Commission, 
324  U.  S.  726;  Federal  Trade  Commission  v.  A.  E.  Staley  Manufactur- 
ing Company,  324  U.  S.  746).  The  Supreme  Court  agreed  unani- 
mously with  the  Commission  that  the  basing-point  system  used  l>y 
those  two  companies  involved  unlawful  price  <liscriminations  under 
the  Clayton  Act  as  amended  by  the  Robinson-Patman  Act,  that  such 
discriminations  could  not  be  justified  as  “good  faith  to  meet  an  equally 
low  price  of  a competitor,”  and  that  the  amount  of  discrimination 
was  measured  by  the  failure  to  make  due  allowance  in  deliverecl  prices 
for  differences  in  actual  cost  of  delivery  from  the  place  of  shipment 
as  distinguished  from  diffei'cnces  in  the  imputed  costs  of  delivery  from 
the  basing  point.  One  of  the  most  significant  features  of  these  deci- 
sions is  that  they  did  not  turn  upon  the  existence  of  collusive  price 
fixing,  although  the  Court  recognizc'd  that  the  system  was  one  which 
if  followed  would  produce  exact  “identity  in  prices  of  glucose  of  the 
several  producers  when  sold  in  any  city  of  the  Lnited  States.’  It 
would  thus  appear  that  these  decisions  open  the  way  for  challenging 
as  discriminatory  delivered  price  systems  which  produce  that  effect 
on  competition,  especially  if  coupled  with  an  adverse  effect  on  com- 
petition among  the  purchasers  of  a commodity.  Neither  the  courts 
nor  the  Commission  have  yet  decided  whether  maintenance  of  a 
zone  delivered  price  system  involves  price  discrimination  but  such  a 
case  is  pending  before  the  Commission. 

The  glucose  cases  have  had  substantial  repercussions  in  the  business 
world  and  a number  of  industries  are  reported  to  be  modifying  their 
delivered  price  systems  to  conform  with  them  so  far  as  the  outlawing 
of  phantom  freight  is  concerned.  The  United  States  Steel  Corp.  has 
recently  informed  the  Circuit  Court  of  Appeals  for  the  Third  Circuit 
that  it  does  not  intend  to  contest  the  validity  of  the  Commission’s 
order  in  the  Pittsburgh  plus  case  insofar  as  it  involves  a basing-point 
system  containing  the  element  of  “phantom  freight.”  and  recognizes 
that  the  glucose  cases  have  outlawed  that  element  as  price  discrimina- 
tion. The  Western  States  Council  of  Steel  Consuniers  has  urged 
those  cases  in  support  of  their  complaints  against  the  use  of  the  steel 
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industry  bnsiu^-point  systom  oii  tho  \v(‘sl  f(>fist.  Rusiuoss  1\  ook  of 
.hmo  8,  1946,  descrilx's  tlio  voluntary  <slal)lislinu'ut  of  ad<litional 
basin^ypoiuts  in  tiio  stead  industry  and  tlio  voluntary  redinquishmout 
of  frciglit  af)sorption”  and  cross  liaulin^  unch'r  stre'ss  of  hi^li  costs 
and  the  attraction  of  lara:c  demand  iei  the  more  profitable  homo 
territory  of  various  mills,  statin^  that  ‘Mhus,  by  de-faults,  in  e-ifect  tlio 
Ciove-rnme-nt  stanels  a chiince  of  winning  its  ag(--e)lel  crusade-  acainst 
the-  basing  points.” 

In  iidelition  to  the-  above  Ciis(-s,  tlu-,  C eemmission  ha.s  be-e-n  sustaine-el 
In  the-  ce'uirts  in  orelers  eigainst  the  Whede-.sale  Dry  Oooels  Institute 
for  e-xcluding  compe-titors  ami  others  from  the  cliannels  of  wholesale 
traele  by  blacklist  and  beiycott  (139  Fe-d,  2el  230),  against  Idu-lps- 
Dodge  Refining  Co.  and  others  se-lling  insect icieles  for  participatiem 
in  a price--fi.\-ing  combination  with  cemiiie  l iteirs  anel  favore-el  elealers 
(139  Fed.  2d  393),  against  Corn  l^reielucts  Refining  C\).  leer  discrimi- 
nating against  its  smaller  customers  by  nmans  of  advertising  allow- 
ances (324  U.  S.  726),  against  Hastings  ^lanufaotu^ing  Co.  for  buying 
up  competitor’s  steicks  in  the  hands  of  deah-rs  in  order  to  e.xcluele  them 
from  furthe^r  elistribution  service,  and  against  Elizabetli  Arden,  Tnc., 
for  eliscriminating  in  favor  of  larger  custome-rs  througli  free  elemon- 
strator  service.  These  last  two  cases,  respi-ctively,  were  decided  by 
the  Sixth  and  Second  Circuit  Courts  of  Aj»pi-als  so  recently  that  they 
are  not  yet  reported.  They  illustrate,  however,  that  tin-  Commission 
is  concerned  with  and  has  powi-r  to  n-heve  small  business  units  from 
oppressive  and  discriminatory  treatment  by  their  sourci-s  of  supply, 
as  well  as  by  their  competitors. 


E 


IT  H.\S  BEEN  REPORTED,  AS  A RESELT  OF  SEPREME  COERT  DECISIONS 
INTERPRETING  SECTION  7 OF  THE  CLA'N'TON  ACT,  THAT  ABOITT  60 
PERCENT  OF  THE  LARGER  MERGERS  CONSISTED  OF  ACQElSITION  OF 
ASSETS  RATHER  THAN  CONTROL  THROEGH  THE  OWNERSHIP  OF  STOCK. 


WHAT  HAS  THE  FEDERAL  TRADE 
SECTION  7 WITH  RESPECT  TO  THE 
MERGERS  CAME  BY  ACQElSITION 


CO.MMISSION  DONE  TO  ENFORCE 
40  I ERCENT  OF  THE  CASKS  WHERE 
OF  STOCK  R.ATHKR  THAN  ASSETS 


Because  of  tho  war,  the  Commission’s  activities  in  the  enforcement 
of  section  7 of  the  Clayton  Act  were  necessarilv  curtailed.  Howevn-r, 
during  the  entire  period  from  June  30,  1941,' to  June  30,  1946,  the 
Comniission  has  investigated  20  stock  acquisitions,  which  resulted  in 
the  issuance  of  three  complaints: 

F.  Ballaiitine  & Sons,  docket  5187 — comiilaint  issued  July  14, 
1944; 

Consumers  Co.,  et  ah,  docket  54 IS- -complaint  issued  Januarv 
29,  1946;  and 

Consolidated  Grocers  Corp.,  dock(-t  5423 — complaint  issued 
Febiuaiw  19,  1946. 

In  the  P.  Ballaiitine  & Sons  case,  the  respoiuh-iit  was  alh-ged  to  have 
acquired  the  capital  stock  of  a compi-titor  in  Newark,  N.  J.,  the 
Christian  Feigenspan  Bn-wing  Co.  Healings  were  held  and  testi- 
mony taken  in  support  of  the  allegations  of  the  complaint  during  the 
year  1944.  Hearings  wi-ro  also  held  and  testimony  offered  in  opjiosi- 
tion  to  the  Commission’s  complaint  during  the  year  1946,  and  at 
the  last  hearing,  held  on  November  21,  1945,  counsel  for  respondent 
announced  that  the  assets  of  the  Feigi-nsjian  Brewing  Co.  had  just 
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been  acquiri-d  by  the  respondent.  Subsequently,  on  motion  of 
counsel  for  respondent  to  dismiss  the  complaint  on  the  ground  that 
the  Commission  was  without  jurisdiction  sinct-  tlu-  respondent  had 
accpiired  the  assets  of  the  Fi-igensjian  corporation,  the  Commission 
dismiss(-d  its  complaint,  on  March  29,  1946. 

The  cases  of  C’onsumers  Co.,  et  ah,  docket  5418,  and  C’onsolidated 
Groc(-rs  Corp.,  dock(-t  5423,  are  now  in  tin-  course  of  trial.  The 
former  case  involv(-s  tlu-  acquisition  of  the  capital  stock  by  Consumers 
Co.  and  Material  Si-rvice  Cor]).,  both  engaged  in  the  business  of  quarry- 
ing linn-stoiu-  and  in  tlie  sah-  of  crushed  stone  and  similar  products  to 
stei-l  plants  and  railroads,  of  Doles  & Shepard  Co.,  a competitor 
located  in  Chicago,  111.  Some  testimony  has  been  tak(-n  in  support 
of  the  allegations  of  the  complaint,  buti  furtlu-r  lu-arings  will  be 
ni-cessarv  before  tlu-  Commission’s  case  in  chief  is  concluded. 

In  tin-  Consolidated  Groci-rs  Corp.  case,  docket  5423,  hearings  have 
also  b{-(-n  held  and  t(-stimony  ofb-red  in  support  of  tlu-  allegations  of 
the  complaint,  which  an-  that  the  respondent,  now  acknowledgi-d  to 
be  the  largest  wholesale  groci-ry  corjioration  in  the  United  States,  has 
acipiired  the  capital  stock  of  Reid,  Murdoch  A Co.  and  the  'Western 
Groc(-ry  Co.,  two  largi-  wholesale  grocery  companii-s  in  the  Middle 
W(-st,  and  the  Daniu-miller  Groci-ry  Co.  of  Canton,  Ohio.  It  will  be 
necessary  to  taki-  mon-  testimony  in  support  of  tlu-  allegations  of  the 
complaint,  and  it  is  e.xpi-cted  that  hearings  will  be  resumed  early  in 
August  1946.  Tlu-re  is  a gn-at  di-al  of  public  interest  in  this  case,  aiul 
there  are  certain  economic  conditions  surrounding  the  acquisitions  S(-t 
up  in  the  respondent’s  answer  which  may  prevent  the  acquisition  of 
the  assets  by  the  respondent  during  the  trial  of  the  case.  Hewever, 
the  Commission  has  no  assurance  of  this  fact  and  every  efi'ort  is 
being  made  to  complete  the  taking  of  testimony  at  an  early  date. 

During  the  period  of  time  under  consideration — June  30,  1941,  to 
June  30,  1946 — the  Commission  also  disposed  of  three  other  com- 
plaints which  had  been  issued  prior  to  June  30,  1941,  namely: 

Celotex  Corp.,  docket  3957 — complaint  issued  November 
22,  1939; 

The  Parkersburg  Rig  & Reel  Co.,  docket  4172 — complaint 
issued  June  29,  1940;  and 


Electric  Storage  Battery  Co.,  et  ah,  docket  3892— complaint 
issued  September  13.  1939. 

The  complaint  in  the  Celotex  case  was  dismissed  on  October  28, 
1941,  the  Commission  being  of  the  opinion  that  there  was  insufficient 
evidence  to  support  the  allegations  of  the  complaint. 

The  Parkersburg  Rig  & Reel  Co.’s  complaint  was  dismissed  on 
November  14,  1941,  for  the  reason  that  the  effect  of  the  acquisition 
was  not  actually  or  potentially  to  lessen  competition  between  the 
acquiring  and  the  acquired  corporations,  or  to  restrain  commerce  in 
any  section  or  community,  or  tend  to  create  a monopoly  of  any  line 
of  commerce. 

The  Electric  Storage  Battery  Co.  complaint  was  dismissed  on 
April  28,  1942,  because  it  appeared  from  the  record  that  an  order  of 
divestiture  at  that  time  would  seriously  interfere  with  the  war  work 
of  the  respondent. 

It  has  been  the  Commission’s  experience  that  where  there  is  no 
doubt  about  the  Commission’s  jurisdiction,  from  a factual  standpoint, 
with  respect  to  the  effect  upon  the  competition  or  the  tendency  to 
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create  a monopoly,  the  merger  is  usually  lirouglit  about  by  the  acqui- 
sition of  assets;  whereas,  if  there  is  a factual  question  to  be  resolved 
with  respect  to  the  extent  of  the  conifietition  or  the  effect  of  the 
merger,  then  the  stock  is  acquiri'd  first.  When  the  Commission  issues 
its  complaint  and  begins  to  take  testimony  and  facts  are  developed 
which  indicate  to  the  respondent  that  the  Commission  may  issue  an 
order  of  divestiture,  then  the  acquiring  corporation  by  virUie  of  the 
contj-ol  it  has  acquired  tlu-ough  illegal  sioek  acquisition  brings  about 
a mergei’  of  the  assets  and  deprives  the  C ommission  of  its  jurisdiction. 

A typical  example  of  the  situation  just  described  is  the  Commis- 
sion’s experience  in  the  Ballantine  case  where,  after  the  Commission 
had  taken  testimony  on  which  to  base  an  order  of  divestiture,  the 
respondent,  before  such  an  order  coukl  be  issued  and  while  the  case 
was  in  the  course  of  trial,  acquired  the  assets  of  the  corporation  whose 
stock  had  been  acquired. 

From  the  beginning,  the  Commission’s  efforts  to  enforce  section  7 
of  the  Clavton  Act  have  been  frustrated  bv  decisions  of  the  United 
States  Supreme  Court  denying  jurisdiction  in  those  cases  in  which  the 
acquiring  company  exeicised  its  voting  control  to  cause  the  acquired 
corporation  to  sell  its  assets  or  merge  them  with  the  a.ssets  of  the 
acquiring  corporation.  For  example,  vSwift  & Co.,  a large  Chicago 
meat  packer,  acquired  the  capital  stocks  of  two  small  packing  plants 
located  in  Georgia  and  Alabama,  and  shortly  thereafter  caused  tlie 
accpiired  corporations  to  transfer  their  assets  to  Swift  & Co.,  this 
conveyance  taking  place  before  the  Commission  issued  its  complaint 
under  section  7 of  the  Clayton  Act.  The  Commission  ordered  Swift 
& Co.  to  divest  itself  of  the  ownership  of  the  capital  stocks  of  the  two 
acquired  corporations  in  such  a manner  as  to  include  in  the  divestiture 
the  assets  which  had  been  acquired  after  the  stock  ac([uisitions.  The 
United  States  Supreme  Court  held,  however,  that  the  Commission 
was  without  authority  under  sections  7 and  11  of  the  Clayton  Act  to 
require  a corporation  to  divest  itself  of  assets,  including  physical 
proprety,  which  had  been  acquired  prior  to  th('  Commission’s  pro- 
ceedings, even  though  such  title  and  possession  were  obtained  through 
an  illegal  purchase  of  stock  (272  U.  S.  561,  562;  1926). 

In  the  case  of  Arrou'-Ilart  cl‘  liegeman  Electric  Co.  v.  Federal  Trade 
Commisaion  (291  U.  S.  599,  600),  the  United  States  Supreme  Court 
held  in  effect  that  the  Federal  Trade  Commission  must,  in  order  to 
be  effective,  act  with  such  celerity  as  to  not  only  issue  its  complaint 
bQfore  the  acquiring  corporation  has  tim.'  to  exercise  its  stock  control 
so  as  to  acquire  title  to  the  acquirtal  corporation’s  assets,  but  also  must 
issue  its  order  of  divestiture  before  the  stock  acquiring  coriioration 
shall  have  used  its  unlawfully  acquired  voting  power.  Since  that 
decision,  which  was  handed  down  in  1934,  all  that  is  necessary  for 
the  acquiring  corporation  to  do  to  avoid  ihc  Commission’s  jurisdiction 
is  to  use  its  unlawfully  acquired  stock  control  to  bring  about  transfer 
of  assets  before  the  Commission  can  issue  its  order  of  divestiture. 
In  this  the  acquiiing  corporation  has  all  the  advantages  of  knowledge 
and  concealment. 

A full  history  of  the  situation  may  b.*  found  in  the  report  of  the 
hearings  before  Subcommittee  No.  3 of  the  Committee  on  the  Judi- 
ciary of  the  House  of  Representatives,  Seventy-ninth  Congress, 
first  session,  on  H.  R.  2357  (later  H.  R.  4810).  Reference  is  also  made 
to  the  report  to  accompany  H.  R.  4810,  issued  by  the  subcommittee 
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on  January  21,  1946,  wherein  it  was  recommended  that  sections  7 
and  1 1 of  the  Clayton  Act  be  amended  so  as  to  include  the  acquisition 
of  assets  as  well  as  of  capital  stock. 

Despite  the  fact  that  the  decisions  of  the  courts  have  deprived  the 
Commission  of  its  jurisdiction  in  those  cases  where  the  assets  are 
acquired  jirior  to  an  order  of  divestiture,  the  Commission  has  continued 
to  be  alert  and  to  investigate  and  try  any  case  where  from  the  circum- 
stances surrounding  the  acquisition  it  deemed  an  order  of  divestiture 
might  be  issued. 


Question  3.  There  Has  Been  Some  Criticism  That  the  Agen- 
cies Responsible  for  Safeguarding  the  Competitive  Enter- 
prise Economy  Have  Not  Carried  Out  Fully  Their  Respon- 
sibilities Under  the  Laws.  We  Would  Appreciate  Having 
Your  Comments  and  Advice  as  to  What  Changes  Are  Neces- 
SARV  To  Enable  Your  Agencv  To  Carrv  Out  Fully  the  Intent 
OF  Existing  Law  if  You  Are  Presently-  Unable  To  Do  So 


Aside  from  the  Commission’s  inability  under  sections  7 and  11  of 
the  Clayton  Act  to  prevent  corporate  consolidations  through  acquisi- 
tions of  the  capital  stock  of  competing  corporations,  the  chief  diffi- 
culty by  which  the  Commission  has  always  been  handicapped  is  the 
modest  amount  of  funds  available  and  the  resulting  shortage  of  men 
to  do  its  work.  So  far  as  concerns  enforcement  of  the  laws  adminis- 
tered by  the  Commission,  “safeguarding  the  competitive  enterprise 
economy,”  this  handicap  has  manifested  itself  in  three  ways: 

First,  it  has  interfered  with  the  prompt,  informal,  and  comprehen- 
sive ])reliminary  investigations  which  are  so  necessary  in  order  to 
determine  whether  there  is  “reason  to  believe”  that  a probable  viola- 
tion of  law  exists  and  without  which  ile  terminal  ion  the  Commission 
is  not  authorized  to  institute  a formal  case  looking  toward  remedial 
relief.  These  are  the  investigations  covered  by  the  answer  to  question 
2 (c)  of  the  (luestionnaire. 

Second,  it  has  interfered  with  the  prosecution  of  formal  cases 
through  the  various  stages  of  trial,  briefing,  and  argument  before  the 
Commission,  which  is  the  course  of  procedure  that  usually  takes  place 
before  remedial  relief  can  be  afforded.  And  if  the  respondents  decide 
to  test  the  Commission’s  order  in  the  courts,  further  and  most  sub- 
stantial burdens  are  cast  upon  the  Commission’s  attorneys  in  defend- 
ing and  effectuating  the  order  on  judicial  review.  In  many  of  these 
cases,  particularly  those  involving  price-fixing  combinations  and 
important  violations  of  the  Robinson-Patnian  Act,  the  Commission’s 
attorneys  are  frequently  confronted  by  substantial  numbers  of  the 
best  lawyers  available  to  large  and  important  industries.  Some  of  our 
cases  must  be  handled  by  1 man  when  2 are  really  necessary,  and  some 
of  our  largest  cases  have  been  handled  by  2 or  3 men  against  perhaps 
20  or  more  opposing  lawyers.  At  the  present  time  and  on  other 
occasions  we  have  had  to  divert  temporarily  but  for  substantial  periods 
an  assistant  chief  counsel  to  handle  such  cases  in  conjunction  with 
other  attorneys.  At  times  there  are  cases  which  cannot  be  assigned 
for  prompt  trial  because  of  the  lack  of  attorneys  having  the  proper 
qualifications.  One  of  these  cases  may  be  so  hard  fought  and  so  com- 
plex in  nature  that  it  absorbs  the  full  time  and  energy  of  one  or  more 
attorneys  for  many  months.  For  these  reasons  the  case  load  per  man 
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porations  which  are  actually  engaged  in  interstate  commerce.  This 
was  held  in  1941  by  a majority  of  G to  3 of  the  Supreme  Court  (F  T C 
V.  Bunte  Brothers  Inc.,  312  U.  S.  349).  The  Court  recited  severai 
statutes  enacted  after  the  Federal  Trade  Commission  Act,  wherein 
jurisdiction  over  concerns  not  engaged  in  intemtate  commerce  had 
bet n txpicssly  gi anted,  but  bold  that  such  was  not  the  iiieaniii^  of 
the  latter  act.  Hence,  it  is  clear  that  combinations  of  local  merclumts 
who  are  engaged  in  business  within  one  State  only,  may  with  im- 
punity, so  far  as  this  Commission  is  concerned,  so  act  as  disastrously 
to  affect  the  business  within  the  State  of  competitoi-s  having'  their 
plants  ill  other  States. 

Sections  2 and  .1  of  the  Clayton  Act,  against  price  discriminations 
having  ccitain  effects,  and  against  exclusive  di'aling  contracts  rcspec- 
tiycly,  seem  clearly  subject  to  tlic  same  interpretation.  Indeed  the 
Congress  used  wording,  in  subsections  (a),  (c),  (d),  and  (f)  of  section 
2 iind  in  section  3,  which  allords  even  less  opportunity  than  the 
wording  of  tho  hcdcrul  TTrudo  Coniniissioii  Act  for  tlic  coiitoiitioii 
that  the  statute  grants  jurisdiction  over  concerns,  not  eiwaged  in 
interstate  commerce,  hut  which  are  so  condueteil  as  to  injure  com- 
petitors who  are  so  engaged.  The  prohibitions  of  these  parts  of  the 
C layton  Act  relate  only  to  activities  carried  on  in  interstate  commerce 
aiul  “in  the  course  of  such  commerce.”  This  limitation  in  jurisdic- 
tion exists  under  this  act  equally  as  respects  the  concurrent  enforce- 
ment powers  of  the  Department  of  Justice  and  those  of  this  Com- 
mission. 

B.  SHOULD  THE  OPERATION  OF  LABOR  UNIONS,  WHICH  AFFECT 
MONOPOLY  OR  CONCENTRATION  OF  POWER,  COME  WITHIN  YOUR 
JURISDICTION? 

The  Commission  has  present  jurisdiction  over  unions  and  their 
agents  whenever  and  to  the  extent  that  they  combine  with  employers 
in  combinations  and  conspiracies  to  restrain  competition  in  inter- 
state comnierce.  We  have  no  suggestion  to  offer  for  legislation  as 
respects  unions. 

C.  SHOULD  A CLEARER  DISTINCTION  BE  DRAW^N  BETW’^EEN  THE  PROPER 

FUN  CHONS  OF  FEDERAL  TRADE  COMMISSION  AND  THOSE  OF  JUSTICE 
SO  THAT  DANGER  OF  DUPLICATION  WOULD  BE  ELIMINATED?  ^ 

It  IS  believed  that  no  danger  of  duplication  exists  such  as  to  indicate 
tlie  need  of  any  legislation.  Congress  has  conferred  on  the  Com- 
mission quasi-judicial  remedial  powers  formerly  exercised  exclusively 
by  the  courts.  However,  it  gave  the  courts  the  power  to  affirm  and 
enforce  or  to  modify  or  set  aside  the  Commission’s  orders  if  not 
supported  by  substantial  evidence  or  if  not  valid  as  a matter  of 
law.  Ihe  Supreme  Court  has  held  that  if  certain  methods  of  com- 
petition  are  unfair  because  they  are  against  the  public  policy  expressed 
m the  Sherman  Act  they  are  within  the  corrective  jurisdiction  of  the 

Comrnission  notwithstanding  that  thev  mav  violate  the  Sherman 
Act  also. 

The  Commission  and  the  Attorney  General  have  cooperated  suc- 
cessfully to  the  end  of  preventing  duplication  of  their  efforts  in  the 
held  of  injunctive  relief  against  combinations  in  restraint  of  trade. 
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Fedkral  Trade  Commission, 

IFas/iin^<on,  July  1,  1946. 

The  Honorable  Estes  Kefauver, 

Chairman,  Mono-poly  Subcommittee, 

House  Select  Committee  on  Small  Business, 

House  of  Representatives,  Washington  25,  D.  C. 

Dear  Mr.  Chairman:  The  answer  to  question  5 submitted  by  vour  committee 
to  the  Federal  Trade  Commission  on  June  21,  1946,  calling  for  a list  showing  the 
number  of  employees  falling  within  specified  classifications  and  the  case  load  that 
such  employees  are  required  to  handle  at  the  present  time,  can  best  be  answered 
by  giving  the  desired  information  for  the  separate  divisions  of  the  Commission. 

1.  Chief  Counsel’s  Division. — Sixty-three  attorneys,  fourteen  of  whom  are  en- 
gaged in  supervisory,  review,  or  other  special  work  not  involving  the  actual  trial 
of  cases.  The  remaining  49  attorneys  have,  as  of  June  30,  1946,  a case  load  of 
approximately  480  cases,  which  averages  about  10  cases  per  man.  All  of  the 
above  attorneys  are  stationed  in  Washington. 

2.  Chief  Examiner’s  Division. — Ninety-one  attorneys  (attorney  examiners),  of 
whom  twenty  are  engaged  on  supervisory,  review,  or  other  work  not  involving  act  ual 
field  investigations.  Seventy-one  attorneys  are  engaged  on  investigation  work, 
as  of  June  30,  1946,  of  whom  14  are  stationed  in  the  New  York  office,  17  in  the 
Chicago  office,  5 in  the  San  Francisco  office,  2 in  the  New  Orleans  office,  and  1 in 
the  Seattle  office.  These  71  attorneys  are  presently  handling  approximately  60.5 
cases,  or  a case  load  of  8.5  per  man.  In  this  Division  there  arc  also  two  account- 
ants, who  are  detailed  to  such  investigations  as  require  a knowledge  of  accounting. 

3.  Radio  and  Periodical  Dii;istoa.— Twenty-one  attorneys,  of  whom  two  are 
in  a supervisory  or  reviewing  capacity.  The  remaining  19  have  case  loads  aver- 
aging 35  per  man.  The  cases  consist  of  investigations  by  correspondence  and 
conferences  into  the  truth  or  falsity  of  claims  made  by  advertisers  in  interstate 
commerce,  and  negotiations  with  the  said  adverti.sers  and  their  agents  with  a 
view  to  a mutually  satisfactory  disposal  of  the  issues  by  a written  stipulation. 

4.  Trade  Practice  Conference  and  Wool  Labeling  Division. — Sixteen  attorneys, 
of  whom  two  are  engaged  in  supervisory  and  review  work.  This  Division  i.s 
engaged  in  trade  practice  conference  work  and  also  in  the  general  administration 
of  the  ool  Products  Labeling  Act  and  the  rules  and  regulations  thereunder. 
Three  attorneys  are  engaged  in  the  trade  practice  activities  of  the  Division. 
There  are  32  applications  for  conference  proceedings  pending  at  the  present  time, 
in  addition  to  other  matters  related  to  rule  making  and  administration. 

With  respect  to  the  general  administration  of  the  I\  ool  Products  Labeling  Act 
and  rules  and  regulations  thereunder,  seven  attorneys  in  the  field  in  the  fiscal' year 
1946  called  on  1,667  firms  to  ascertain  the  manner  in  which  the  companies  were 
complying  wdth  the  provisions  of  such  act  and  regulations  and  to  make  a report 
thereon.  Each  attorney  w'ould  thus  make  about  238  inspections.  Four  attor- 
neys also  handled  in  the  fiscal  year  1946  some  2,065  administrative  treatment 
files  under  the  act  and  regulations,  or  about  516  files  apiece. 

5.  Accounts,  statistics,  and  economic  investigations. — The  number  of  accountants, 
economists,  and  statisticians  on  the  staff  of  the  Federal  Trade  Commission  as  of 
June  30,  1946  (in  addition  to  the  two  accountants  assigned  to  the  Chief  Examiner’s 
Division),  is  as  follows:  Economists,  8;  accountants,  15;  and  statisticians,  1. 

The  work  on  economic  inquiries  does  not  lend  itself  to  fixed  assignment  of  per- 
sonnel. General  supervision  is  exercised  by  the  Chief  Economist,  Chief  Account- 
ant, and  Chief  Statistician,  and  each  major  inquiry,  in  turn,  is  under  the  imme- 
diate direction  of  an  examiner  in  charge.  During  the  current  fiscal  year  ended 
June  30,  1946,  the  personnel  assigned  to  inquiries  conducted  were  approximately 
as  follows: 
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• 

Number  of— 

Inquiry 

Economists 

Account- 

ants 

Statisticians 

Wholesale  bread-baking  industry 

2 

8 

1 

Cartels  

(5 

Mergers 

3 

3 

Pacific  coast  fish._ 

1 

4 

Special  reports  for  the  President 

2 

9 

1 

Preparation  for  House  committee  witness  

1 

Robinson-Patman  cases  

3 

Assistance  on  legal  cases 

3 

3 

1 

Profit  studies.- 

1 

1 

Average  on  all  inquiries 

8 

15 

1 

6.  Miscellaneous. — In  addition  to  the  above  specified  attorneys,  accountants, 
etc.,  there  are  five  attorney-advisors,  each  assigned  to  a Commissioner,  three  legal 
assistants  directly  under  and  responsible  to  the  Commission,  and  one  senior  at- 
torney, who  is  Chief  of  the  Legal  Research  Division. 

Recapitulation.- — The  total  number  of  attornej's,  economists,  etc.,  is — 


Washing- 

ton 

Field 

Total 

Attorneys 

156 

44  1 

200 

Accountants . . 

17 

17 

Economists. 

8 

8 

Statisticians 

1 

1 

1 

By  direction  of  the  Commission. 
Sincerely  vours, 


W,  A.  Ayres,  Chairman. 


Federal  Trade  Commission, 

Washington^  July  1,  1946. 

Hon.  Estes  Kefauver, 

Chairmanj  Monopoly  Subcommittee, 

House  Select  Committee  on  Small  Business, 

House  of  Representatives,  Washington,  D.  C. 

My  Dear  Congressman  Kefauver:  In  response  to  question  No.  6 on  the 
sheet  accompanying  your  letter  of  June  21,  there  is  submitted  below  a statement 
of  the  estimates  of  appropriations  and  the  appro])riations  of  the  Commission  for 
the  fiscal  years  of  1946  and  1947: 


Estimate 
submitted 
to  the 
Bureau  of 
the  Budget 

Amount 
approved 
by  the 
Bureau  of 
the  Budget 

Appropri- 
ated by 
Congress 

Fiscal  year  1946: 

“Salaries  and  expenses,  Federal  Trade  Commission" 

Additional  estimate  to  cover  actual  cost  of  the  Pay  Act,  Public 
Law  106 : 

$3, 357, 035 

277, 785 
80, 900 

$1,948,000 

232,000 

44,000 

$1,897,833 

232,000 

44,000 

“Printing  and  binding,  Federal  Trade  Commission" 

Total - 

3,  715,  720 

2,  224, 000 

2,173,833 

Fiscal  year  1947: 

“Salaries  and  expenses.  Federal  Trade  Commission" 

“Printing  and  binding,  Federal  Trade  Commission" 

Supplemental  estimate  based  on  plan  of  reorganization: 

“Salaries  and  expenses,  Federal  Trade  Commission" 

“Printing  and  binding,  Federal  Trade  Commission" 

Total 

3,  480, 623 
91,600 

! 1,  536,  209 
15,000 

: 2,573,000 
46,  400 

I 850, 000 
7,000 

j 

2, 194, 120 
45,000 

(3) 

0 

5, 123, 432 

3,  476,  400 

2,  239, 120 

1 The  Budget  decided  that  under  the  reorganization  plan  full-time  staffing,  as  represented  by  the  Com- 
mission’s estimates,  was  not  practicable  during  1947  because  of  flow  of  work  and  recruitment  problems, 
and  therefore  approved  an  equivalent  amount  of  $850,000  for  part-time  staffing  for  1947. 

* Before  Congress. 
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information  separately  as  requested.  Answers  to  your  other 
questions  are  being  prepared  and  will  be  submitted  as  promptly  as  possible 
By  direction  of  the  Commission.  y 

Sincerelj^ 

. A.  Ayres,  Chairman. 

Hon.  William  A.  Ayres, 

Chairman,  Federal  Trade  Coynmission, 

Washington,  D.  C. 

comitrv  I just  returned  yesterday  from  a trip  outside  the 

country,  1 want  to  take  this  opportunity  to  thank  you  for  the  verv  promnt  and 

iXr  (5  Jun^-2  Commissi'on  gave  us  in  answer  ?o  ou7 

goipg  o'’er  the  material  which  you  furnished,  a few  points  seem  to  need 
clarification  from  our  standpoint.  They  are  as  follows- 

;+  k aim  restraints  which  FTC  cannot  handle  because 

It  IS  allowed  to  proceed  only  again.st  firms  which  are  actually  engaged  in  inter- 

trjSrforTTO  .r,™"’-  .‘"‘ereitl-i  in  having  your  vieSoSrStaS 

tne  need  for  LTC  to  have  jurisdiction  in  those  cases  where  consniraev  with 

S*  nSEss'^cleS?  *^ut  where  the  evidence  of  monopolistic  practices 

our  question  concerning  the  need  for  additional  legislation 

to  the  INEC  final  report  and  recommendations.  Would  you  please  indicate 
which  recommendations  the  FTC  subscribes  to?  ^ ^ maicate 

understend  that  compliance  reports  are  required  60  to  90  davs  after 
i^ssuance  of  cease-and-desist  orders.  You  requested  that  we  furnish  vou  a list  of 

order^^and  ke^o^^ml+r-  ^ elapsed  since  issuance  of  cease-and-desist 

Tmfr  f f uiaterial  indicates  no  compliance  report  has  been  received 

The  list  of  docket  numbers  is  as  follows:  own  rectnea. 


Docket  No.  4751 
Docket  No.  4821 
Docket  No.  4835 
Docket  No.  4883 
Docket  No.  4928 
Docket  No.  5228 
Docket  No.  5270 
Docket  No.  5282 
Docket  No.  5285 


Docket  No.  5296 
Docket  No.  5297 
Docket  No.  5303 
Docket  No.  5333 
Docket  No.  5365 
Docket  No.  4561 
Docket  No.  4562 
Docket  No.  4563 


+ Messrs.  Wooden  and  MacIntyre,  in  conversations  with  members  of  our 

s aff,  indicated  that  they  felt  that  the  cbase-and-desist  orde^  repok^ted  oif  cover- 

thl  sTopf^fjh^FTr W ^ ^ adequate  picture  of 

® understand  that  Mr.  Macintvre  is  extending 
the  coverage  on  cease-and-desist  orders  reported  so  that  a more  representative 

fh™Mr" MakKe'k°^^^^  Commission  will  be  covered.  We  also  understand 
that  Mr.  MacIntyre  is  to  furnish  us  with  a list  of  the  law  firms  representine  the 
defendants  m a few  of  your  more  important  cases.  representing  the 

lhank  you  again  for  your  very  fine  cooperation 
Sincerely  yours, 

Estes  Kefauver, 
Chairman,  Monopoly  Suhcoynmittee. 


Federal  Trade  Commission 

Hon.  Estes  Kefauver,  Washington  25,  August  6,  me. 

Chairman  ^Jonopoiy  Subco^nmittee  Select  Committee  on  Small  Business, 
House  of  Representatives,  Washington,  D.  C. 

My  Dear  Congressman  Kefauver:  In  answer  to  vour  letter  of  Tulv  17 
there  are  submitted  herewith  answers  to  the  five  questions  which  you  have'  pro’ 

answers  also  include  statistical  or  other  data  vvhich  appears 
necessary  to  make  the  answers  to  the  various  questions  complete  ^ ^ 
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If  there  is  any  further  information  on  which  you  think  the  Commission  can  be 
of  assistance,  please  do  not  hesitate  to  make  request  for  it. 

By  direction  of  the  Commission. 

Sincerely  yours,  * a • 

W.  A.  Ayres,  Chairman. 


Answers  of  Federal  Trade  Commission  to  Questions  Propounded  by 
CoNORESSMAN  KeFAUVER  IN  HiS  LeTTER  OF  JULY  17,  1946 

1.  Are  there  any  serious  types  of  restraints  which  FTC  cannot  handle  because 
it  is  allowed  to  proceed  only  against  firms  which  are  actually  engaged  in  interstate 
commerce?  In  other  words,  is  the  definition  of  interstate  commerce,  under  which 
you  operate,  adequate? 

There  are  probably  no  restraints  that  can  be  said  to  be  typical  or  character- 
istic of  intrastate  trade  or  of  intrastate  traders,  as  distinguished  from  inter- 
state trade  and  interstate  traders.  Ordinarily,  members  of  the  one  class  of 
traders  are  no  more  prone  to  use  a given  method  of  restraint  than  are  members 
of  the  other  class.  One  important  defect  apropos  of  the  situation  to  which 
you  refer,  is  the  inability  of  the  Commission  to  protect  interstate  traders  who 
"compete  with  intrastate  traders  against  unfair  methods  of  the  latter.  Certain 
practices  are  forbidden  by  law  for  the  interstate  trader,  even  in  the  States 
where  intrastate  traders  can  use  them  with  impunity.  The  Commission 
attempted  to  remedy  that  condition  in  the  Bunte  case  (312  U.  S.  349),  but 
the  Supreme  Court,  'with  three  justices  dissenting,  held  tliat  the  Commission 
had  no  jurisdiction  under  the  terms  of  its  act,  although  the  Court  recognized 
that  those  terms  did  not  exhaust  the  constitutional  limits  of  Federal  juris- 
diction. Another  and  similar  defect  is  that  under  a substantial  line  of  court 
decisions,  extending  to  the  Supreme  Court,  the  Commission  has  jurisdiction 
to  prevent  unfair  methods  of  competition,  although  such  methods  may  also 
constitute  violation  of  the  Sherman  Act,  but  because  of  the  restricted  appli- 
cation of  the  words  “in  commerce”  under  the  Bunte  case,  the  Commission 
would  not  have  jurisdiction  over  voluntary  restraints  of  trade  by  parties  who 
are  not  themseves  engaged  “in  commerce”  and  who  do  not  conspire  with 

those  who  are  so  engaged.  .... 

The  question  thus  resolves  itself  into  one  of  broad  public  policy,  i.  e., 
whether  a Government  agency,  dealing  with  jiroblems  of  such  complexity 
and  fundamental  import  to  the  national  welfare,  should  continue  to  be 
equipjled  with  something  substantially  less  than  the  full  Federal  jurisdiction 
that  is  constitutionally  allowable.  As  Justice  Douglas,  speaking  for  the 
minority  in  the  Bunte  case  said,  administrative  power  should  not  be  whittled 
away  “by  resolving  an  ambiguity  against  the  existence  of  that  power  where 
the  Kill  arsenal  of  that  power  is  necessary  to  cope  with  the  evil  at  hand. 
Other  Federal  statutes  passed  in  recent  years  have  equipped  other  ageimies 
with  that  full  Federal  power  to  deal  with  practices  that  adversely  affect 
interstate  commerce,  as  well  as  practices  which  are  employed  by  ^ose 
engaged  in  such  commerce  and  which  occur  in  the  course  of  it.  The  Corn- 
mission  sees  no  reason  why  it  should  not  be  equally  well  equipped  within 
constitutional  limits. 

2.  Your  answ'er  in  connection  with  possible  monopolistic  practices  of  labor 
unions  is  not  quite  clear,  since  it  deals  only  with  cases  where  conspiracy  wuth 
management  can  be  proved.  We  are  interested  in  having  your  view^s  concerning 
the  need  for  FTC  to  have  jurisdiction  in  those  cases  where  conspiracy  w’lth 
management  cannot  be  prov^ed,  but  where  the  evidence  of  monopolistic  practices 

is  nonetheless  clear.  ^ ^ , x* 

The  Commission  does  not  believe  that  there  is  need  for  it  to  hav^e  corrective 
jurisdiction  over  “monopolistic  practices  of  labor  unions”  in  those  cases 
“where  conspiracy  wdth  management  cannot  be  proved,  but  where  the 
evidence  of  monopolistic  practices  is  nonetlieless  clear.”  The  entire  subject 
of  labor-union  practices  as  such  constitutes  a special  field  over  which  11^ 
never  occurred  to  the  Commission  that  it  had  any  jurisdiction.  It  is  a field 
which  has  been  the  subject  of  much  special  legislation  extending  special 
exemptions  and  privileges  to  organized  labor  and  committing  jurisdiction  to 
special  Government  agencies.  Such  legislation  is  based  on  the  philosophy 
that  the  labor  of  human  beings  is  not  a commodity,  the  price  of  which  should 
be  determined  by  competition  among  individual  laborers,  by  contrast  wuth 
the  way  prices  of  commodities  are  supposed  to  be  determined  according  to 
legal  and  economic  theory — namely,  by  competition  among  rival  sellers. 
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Under  such  legislation  and  such  a philosophy  it  is  questionable  whether  the 
term  monopolistic  practices”  has  any  very  real  or  substantial  content  when 
applied  to  the  practices  of  labor  unions,  as  such.  If,  however,  individuals 
who  do  not  own  or  sell  a commodity,  whether  thev  be  organized  into  unions 
or  not  join  with  such  owmers  and  sellers  who  act  collusivelv  to  fix  prices  or 
rptrict  output  of  the  commodity,  then  those  individuals  or  unions  overstep 
the  law  to  \yhatever  extent  the  collective  action  of  their  emplovers  is  unlawful 

lo  hold  labor  unions  to  any  greater  degree  of  responsibility  for  their  own 
so-called  monopolistic  practices  would  be  in  derogation  ‘of  the  special 
rights,  exemptions,  and  privileges  which  have  been  created  bv  legislation  as 
a matter  of  broad  social  desirability.  Accordingly,  the  Commission  does 
not  wish  to  be  taken  as  favoring  any  extension  of  its  corrective  jurisdiction 
that  would  encroach  upon  such  legislation  and  upon  agencies  specially 
created  to  administer  it. 

3.  In  answer  to  our  question  concerning  the  need  for  additional  legislation 
beyond  the  amendment  to  .section  7 of  the  Clayton  Act,  your  answer  referred  us 
to  the  JAKC  final  report  and  recommendations.  Would  vou  plea.se  indicate 
which  recommendations  the  FTC  sub.scribes  to. 

It  is  not  legible  to  make  a complete  and  categorical  specification  of  the 
lemporary  Aati^onal  Economic  Committee’s  recommendations  which  the 
federal  I rade  Commission  .sub.scribes  to.  The  final  report  of  the  TKEC 
contained  41  different  recommendations.  Many  of  the.se  are  applicable  to 
subjects  with  jyhich  the  Commission  has  had  little  or  no  official  contact  and 
concerning^which  it  has  never  had  occasion  to  toke  any  official  action  or 
position.  For  example,  16  of  the  41  recommendations  related  to  insurance 
Insurance  is  a subject  which  has  not,  as  yet,  come  within  the  official  cog- 
nizance  or  jurisdiction  of  the  Commission.  However,  the  Supreme  Court  in 
southeastern  Underwriters  Association  v.  United  States  (322  U.  S.  533  (1944)) 
held  interstate  insurance  to  be  interstate  commerce  within  the  meaning  of 
the  Federal  antitrust  laws.  It  thereby  overruled  a long  line  of  decisions 
beginning  with  Paul  v Virginia  (8  Wall.  168  (1869)).  Congress  thereafter 
passed  the  Insurance  .Moratorium  Act  under  date  of  March  9 1945  Under 
It  the  insurance  busiimss  is  exempt  until  .lanuarv  1,  1948.  from  the  require- 
ments of  the  Federal  Trade  Commission  Act  and  the  Clavton  Act  as  amended 
by  the  Robinson-Patman  Act,  and  the  Sherman  Act.'  On  broad  general 
grounds  we  would  be  disposed  to  favor,  during  the  present  moratorium 
period,  the  1 A EC  recommendation  for  an  investigation  of  the  fire,  marine 
and  casualty  insurance  businesses  by  a congressional  committee  or  bv  some 
federal  agency  to  be  authorized  by  Congress. 

Seven  oftheTA  EC  recommendations  apply  to  patents,  which  is  a subject 
that  has  come  within  the  official  cognizance  or  jurisdiction  of  the  Commi.ssion 
only  as  an  incident  to  ca.«es  involving  conspiracies  in  restraint  of  trade 
Because  of  the  frequency  with  which  patents  are  so  u.sed  and  on  broad  general 
grounds,  we  would  be  disposed  to  favor  TNEC’s  recommendation  that  agree- 
ments  inyolying  the  selling  or  other  disposition  of  patents  be  filed  with  the 
federal  9 rade  Commission.  The  other  recommendations  regarding  patents 
lay  within  a field  concerning  which  the  Commission  has  had  no  direct  or 
special  experience. 

There  are  a number  of  TNEC  recommendations  which  embody  or  reflect 
general  philosophy  of  the  competitive  system,  a philosophy  in 
Mhich  the  functions  of  the  Federal  Trade  Commission  have  been  rooted  and 
by  which  its  actnities  have  been  guided.  It  seems  unnecessary,  therefore, 
to  say  that  the  Commission  would  be  disposed  to  subscribe  to  such  geiier- 
alized  recommendations  of  the  TNEC,  as  passing  on  the  technological  gains 
through  competition,  decentralization  of  industry,  prevention  of  curtailment 
of  production  and  promotion  of  competition  through  allocation  of  Govern- 
ment expenditures,  opposition  to  State  laws  in  derogation  of  price  competition 
stimulation  of  investment  through  enforcement  of  antitrust  laws,  opposition 
to  foreign  patent  controls  over  American  industry,  opposition  to  local  and 
otate  barriers,  coordination  of  Government  purchasing,  and  enforce- 
inent  of  the  antitrust  laws,  including  the  recommendation  for  enlargement 
o penalties  for  their  violation.  However,  with  regard  to  such  generalized 
recommendations  as  those  above,  named  and  to  such  recommendations  as 
Government  alleviation  of  the  economic  plight  of  the  undenmvileged  one- 
third  of  the  popuDtion,  and  concerning  “national  standards  for  national 
corporations,  the  Commission  would  not  wish  to  express  itself,  except  upon 
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the  basis  of  iiion*  specific  concrete  pioposals  for  applying  the  principles 
recoininonded  than  an»  contain(?d  in  the  report. 

IIo\v(‘ver,  then*  ari'  some  of  the  TXI'X'  na^oinmendutions  to  wliich  tJie 
(’oniinission  has  already  indt'pcmdent !y  su})scrib(‘d,  which  an*  closely  related 
to  subjects  already  d<‘alt  with  ofii<aally  by  the  Commission  aiul  which  are 
sutlicienlly  specific  to  permit  our  expressing  a definite  oi)inion.  Included 
in  this  group  of  TXIOC  recommendations  are  thos(*  for  essential  research 
^‘to  ]>rovide  a compn'hensive  and  integrated  record  of  tiu*  current  functioning 
of  the  economy/’  including  ^‘tlu*  g(*neral  ('conomic  investigations  and  the 
corporation  report  projects  of  the  Federal  I'rade  (’ommission,”  legislation 
sp(*citically  outlawing  the  basing-point  system  and  related  systems  of  identical 
d(*liv(*red  pric(*s,  n*gistration  of  trade  associations  and  ad(*quat(*  publicity 
of  their  affairs,  limitations  on  corporate  acquisitions  of  stock  and  assets,  and 
making  tla*  Fod(*ral  'I'rade  (’ommission  a master  in  chanc(*ry  in  antitrust 
])roce<‘dings  at  the  ref|U(*st  of  the  Attorney  ( l(*r»eral.  Accordingly,  the  Ck>m- 
mission  would  subscrii)c  to  (*ach  of  these  recommendations  with  due  allowance 
for  such  (|ualifications  as  to  detail  which  miglit  be  required  or  indicated  by 
events  transpiring  siiice  the  TXKCJ  final  report  containing  such  recom- 
mcndatioris  was  made  in  March  1041. 

Among  the  recommendations  of  the  TNKC  to  which  the  Ck^mmission 
subscribes  is  the  recommendation  for  legislation  declaring  unlawful  basing- 
point  pricing  systems  and  such  related  systems  as  destroy  price  competition 
by  creating  identical  delivered  prices  among  sellers  with  widely  divergent 
freight  costs.  X'otwithstanding  the  substantial  success  whicli  the  Commis- 
sion has  enjoyed  in  attacking  some  of  such  systems  under  existing  law  because 
they  involved  collusive  price  fixing  or  unlawful  price  discrimination,  the 
desirability  of  special  legislation  remains.  That  desirability  residOvS  in  the 
fact  that,  as  the  TNKC  pointed  out,  *‘the  elimination  of  such  systems  under 
existing  law  would  involve  a costly  process  of  prosecuting  sei)arately  and 
individually  manv  industries  and  place  a heavy  burden  upon  the  antitrust 
enforcement  appropriations/* 

As  a result  of  the  Supreme  (k^urt  decisions  upholding  the  Commission  in 
the  Corn  Products  and  Stalev  cases  (321  IJ.  S.  72(>  and  324  U.  S.  740),  in- 
dustry appears  disposed  to  accept  the  proposition  that  such  basing-i)oint 
price  svstems  as  involve  so-called  “phantom  freight”  arc  no  longer  legally 
defensible  but  that  if  thev  involve  only  so-called  “freight  absorption”  they 
are.  or  may  be.  lawful.  The  latter  contention  can  l>e  met  in  litigated  cases 
on  the  record  as  made  in  each  case.  It  was  rejected,  howev(?r.  by  the  Sevent  h 
C’ircuit  C'ourt  of  Appeals  in  the  Milk  Can  case  (152  F.  2d  478)  and,  so  we 
lielieve,  by  the  Supreme  (kuirt  in  the  Staley  and  Corn  Products  cases.  But 
so  far  as  legislation  is  concerned,  there  is  no  more  reason  for  exem])tion  of 
systematic  freight  absorption  than  of  phani.f)m  freight  if  the  objective  be  to 
prevent  the  systematic  matching  of  delivered  prices. 

Although  not  among  the  recommendations  of  the  TXKfk  another  respect 
in  which  the  desirability  of  legislation  is  indicated  is  to  give  the  Commission’s 
ordc*rs  to  ceiise  and  desist  umler  the  (Maytoir  Act  tlu*  same  sanctioiis  and  the 
same  degree  of  finality  as  its  orders  now  have  under  the  Federal  Trade  Ck)m- 
mission  Act.  Prior  to  the  Wheeler-Lea  amendment  of  1938,  the  Federal 
Trade  (kunmission  Act.  like  the  [)resent  (kayton  .\ct,  as  amended,  provided 
no  penalties  for  violation  of  the  Commission's  orders.  Up  to  1938  an  order 
un(i<*r  eith(*r  act  could  l)e  enforced  only  by  first  obtaining  court  affirmance 
and  a court  decree  commanding  obedience  to  the  order  and  then  following 
with  a contempt  proceeding  bas(‘d  on  violation  of  the  court  decree.  Since 
1938  the  (k)mmission’s  orders  under  the  Federal  Trade  (k)inmission  Act 
become  final  within  fiO  days  unl(*ss  judicial  review  is  initiated,  and  each 
violation  of  any  final  t)rder  is  subject  to  a |)enalty  of  $5,000,  recov^erable  in 
a civil  penalty  suit.  Then^  would  ap])ear  to  be  no  substantial  reason  why 
orders  under  i)oth  acts  should  not  have  the  same  status  as  to  finality  and  as 
to  penalties  for  violation. 

4.  We  understand  that  compliance  re])orts  are  recjuired  00  to  90  days  after 
issuance  of  cease  and  desist  orders.  A’ou  reciuested  that  we  furnish  you  a list 
of  the  cases  where  more  than  90  days  had  elapsed  since  issuance  of  cease  and 
desist  order,  and  yet  our  material  indicates  iu»  compliance  report  has  been  re- 
ceived. The  list  of  docket  numbers  is  as  follows:  * * * 

Reference  is  made  to  the  list  of  cases  you  furnished  on  the  second  page  of 
your  letter  of  July  17.  A check  discloses  that  although  more  than  90  days 
elapsed  after  the  issuance  of  cease  and  desist  orders  and  before  receipt  of 
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reports  of  compliance,  special  circumstances  in  each  of  those  cases  accounted 
for  and  apparently  justified  the  lapse  of  time. 

For  example,  in  docket  4821  the  order  to  cease  and  desist  was  issued 
September  12,  1944;  but  before  GO  days  had  elapsed  the  respondent,  instead 
of  filing  a report  of  compliance,  petitioned  the  circuit  court  of  a})peals  to  set 
aside  the  Commission's  order.  I^’inal  action  by  the  courts  on  that  petition 
did  not  come  until  December  3,  1945.  Therefore,  resj)ondent's  report  of 
compliance  under  the  rule  was  not  due  until  some  time  during  February  194G. 
Before  the  end  of  February  194G  counsel  for  the  respondent  submitted  a 
report  of  compliance.  Tliis  was  not  received  and  filed  by  the  Commission 
as  a satisfactory  report.  Further  inquiry  was  made,  and  respondent  was 
requested  to  submit  an  additional  report.  After  several  conferences  counsel 
for  respondent  submitted  a further  report,  on  June  1,  194G.  Additional 
information  has  been  requested  to  supplement  information  contained  in  that 
report.  Respondent  has  stated  that  the  supplemental  information  will  be 
submitted  at  an  early  date.  It  points  out  that  its  counsel  has  been  out  of 
the  city  on  an  extended  trip. 

A problem  of  law  such  es  was  involved  in  docket  4821  was  also  involved 
in  dockets  4835,  4928,  5228,  5270,  5282,  5285,  5296,  5297,  5303,  5333,  and 
5365.  In  view  of  that  fact,  and  also  in  view  of  the  fact  that  the  same  couiusel 
represented  respondents  in  almost  all  of  those  cases,  counsel  for  the  Com- 
mission effected  an  arrangement  for  the  filing  of  admi.ssion  answers  but  with 
the  understanding  that  reports  of  compliance  would  not  be  recpiired  until 
the  principal  point  of  law  in  issue  in  docket  4821  liad  been  finally  adjudicated. 
Therefore,  reports  of  compliance  in  all  of  those  cases  have  been  delayed  for 
the  same  reasons  which  accounted  for  the  delay  of  the  report  in  docket 
4821,  and  in  some  instances  additional  reasons  are  present. 

Other  cases  listed  in  the  second  page  of  your  letter  of  .July  17  were  dockets 
4561,  4562,  4563,  and  4751.  Formal  reports  of  compliance  in  the  first  three 
of  those  cases  were  not  filed  because  the  respondents  had  negotiated  with 
coims(;l  for  the  C'ommission  and  agreed  to  be  bound  by  orders  in  their  re- 
spective ca.ses  of  the  same  import  as  the  one  expected  to  be  entered  and 
made  final  in  a similar  case,  docket  4111.  In  that  connection  resi)ondents 
set  forth  the  manner  in  which  they  had  discontinued  the  practices  complained 
of,  but  it  was  understood  that  the  orders  to  cease  and  desist  against  them 
were  not  to  be  considered  binding  upon  them  until  the  order  was  made  filial 
in  docket  4111.  In  the  latter  case  the  finality  of  the  order  was  delayed 
until  (juite  recently  becau.se  a petition  for  review  was  filed  in  court.  All  of 
the  orders  are  now  final,  and  the  reports  from  the  respondents  to  the  effect 
, that  they  had  ceased  the  practices  even  before  the  orders  were  final  have 
been  considered  by  counsel  for  the  Commi.ssion  as  proper  reports  of  com- 
pliance. Formal  report  of  compliance  has  not  been  receive<l  and  filed  in 
docket  4751  because  the  trade  association  involved  there  dissolved  before 
the  order  became  final. 

\\  ilh  resj)ect  to  penalties  for  not  filing  reports  of  compliance  with  orders  to 
cease  and  desist  or  for  making  untruthful  statements  in  such  reports,  there 
has  been  no  challenge  of  the  Commission's  right  to  recpiire  comjjliance 
reports,  and  so  the  matter  of  penalties  to  enforce  such  requirement  has  never 
been  judicially  tested. 

Section  6 (g)  of  the  Federal  Trade  Commission  Act,  however,  empowers 
the  (k)inmission  to  classify  corporations  and  “to  make  rules  and  regulations 
for  the  pur])ose  of  cariying  out  the  provisions  of  this  act.”  The  power  to 
re<iuire  reports  of  compliance  would  .seem  to  be  included  under  tliat  provi.don 
as  well  as  by  corollary  to  the  power  of  issuing  orders  to  cease  and  desist,  but 
sanctions  to  su])port  such  rcfiuirement  are  not  specificallv  provided  for  except 
perhaps  as  to  corporations  under  .section  6 (b)  and  section  10.  The  C'om- 
niission’s  rule  requiring  compliance  reports  has  never  been  specificallv  rested 
upon  or  related  to  any  particular  section  of  the  statute,  including  section  (i  (g). 

So  far  as  individuals  and  partnerships  are  concerned,  the  Commission  has 
no  explicit  power  to  inv'oke  any  penalty  for  failure  to  file  a comj)liance  rei)ort 
or  for  making  untruthful  statements  therein.  So  far  as  corporations  are  con- 
cerned, section  6 (b)  and  section  10  may  provide  the  nece.ssary  sanctions  for 
compliance  reports,  although  there  are  no  judicial  decisions  \o  that  effect. 
Section  6 (b)  of  the  Federal  Irade  Commission  Act  confers  power  on  the 
Commission  “to  require,  by  general  or  special  orders,  cor])orat  ions  engaged  in 
commerce  * * * or  any  class  of  them,  or  any  of  them,  respectively,  to 

file  with  the  Commission,  in  such  form  as  the  Commission  may  prescribe, 
annual  or  special,  or  both  annual  and  special,  reports  or  answers  in  w riting 
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to  specific  questions,  furnishing  to  the  Commission  such  information  as  it 
may  require  as  to  the  organization,  business,  conduct,  practices,  management, 

* * * of  the  respective  corporations  filing  such  reports  or  answers  in 

writing.”  ''Such  reports  and  answers  shall  be  made  under  oath,  or  other- 
wise, as  the  Commission  may  prescribe,  and  shall  be  filed  with  the  Com- 
mission within  such  reasonable  period  as  the  Commission  may  presciibe 

* * Section  10  provides  for  a penalty  of  $100  for  each  day  of  failure 

by  any  corporation  to  file  any  annual  or  special  report  within  the  time  fixed 
by  the  Commission  for  such  filing  if  such  failure  continues  for  30  days  after 
notice  of  such  default.  Section  10  of  the  ad  also  provides  for  fine,  imprison- 
ment, or  both  for  "any  person  who  shall  willfully  make,  or  cause  to  be  made, 
any  false  entry  or  statement  of  fact  in  any  toport  required  to  be  made  under 
this  acr.”  It  would  appear  that  the  same  penalty  applies,  whether  the  false 
statement  be  made  under  oath  or  not. 

In  consideration  of  the  foregoing,  the  Commission  believes  that  the  statute 
would  be  strengthened  were  it  to  make  certain  that  the  Commission  has 
power  to  require  reports  of  compliance  from  individuals  and  partnerships 
and  to  invoke  penalties  for  their  failure  to  file  such  reports  or  for  making  false 
statements  therein.  Such  amendment  is  logically  called  for  in  order  to  im- 
plement the  present  provision  of  the  statute  that  the  Commission  is  "em- 
powered and  directed  to  prevent  persons,  partnerships,  or  corporations” 
within  its  jurisdiction  "from  using  unfair  methods  of  competition  in  com- 
merce and  unfair  or  deceptive  acts  or  practices  in  commerce.”  Any  such 
aniendment  should  also  remove  whatever  dcuibt  there  may  be  that  the  pro- 
visions of  section  6 (b)  and  section  10  are  applicable  to  compliance  reports 
from  corporations. 

The  Commission  is  not  prepared  at  this  time  to  suggest  the  exact  form  of 
amendments  necessary  to  carry  the  above  conclusions  into  effect  but  will  be 
glad  to  give  the  matter  further  consideration  with  a view  to  making  such 
suggestion  if  your  committee  will  indicate  its  wishes  in  that  respect. 

5.  ^our  Messrs.  Wooden  and  MacIntyre,  in  conversations  with  members  of  our 
staff,  indicated  that  they  felt  that  the  cease-and-d(!sist  orders  reported  on,  covering 
investigations  made  in  the  last  5 years,  did  not  give  an  adequate  picture  of  the 
scope  of  the  FTC  work.  We  understand  that  Sir.  MacIntyre  is  extending  the 
coverage  on  cease-and-desist  orders  reported,  so  that  a more  representative  period, 
in  the  opinion  of  the  Commission,  will  be  covered.  We  also  understand  that  Mr. 
MacIntyre  is  to  furnish  us  with  a list  of  the  law  firms  representing  the  defendants 
in  a few  of  your  more  important  cases. 

A list  has  been  made  of  cases  involving  unlawful  interference  with  com- 
merce by  combinations  in  violation  of  secticui  5 of  the  Federal  Trade  Com- 
mission Act,  discriminations  in  price  by  sellers  in  violation  of  section  2 (a)  of 
the  Clayton  Act,  and  discriminatory  practices  violative  of  subsections  (c), 
(d),  (e),  and  (f)  of  section  2 of  the  Clayton  Act,  and  of  other  acts  violative  of 
sections  3 and  7 of  the  Clayton  Act,  and  which  were  decided  by  the  Com- 
mission during  the  period  of  approximately  9 years  immediately  preceding 
the  war,  as  well  as  during  the  war  period.  Practically  all  of  these  cases 
involved  were  decided  subsequent  to  the  time  NRA  was  declared  invalid  in 
May  1935. 

The  list  is  attached.  (This  material  not  reprinted.)  It  includes  189  cases 
directed  against  combinations  in  restraint  of  trade  under  section  5 of  the 
Federal  Trade  Commission  Act,  75  involving  charges  of  price  discrimination 
under  section  2 (a)  of  the  Clayton  Act,  -89  involving  charges  of  violation  of 
section  2 (c)  of  the  Clayton  Act,  14  involving  charges  of  violation  of  section 
2 (d)  of  the  Clayton  Act,  4 involving  charges  of  violation  of  section  2 (e)  of 
the  Clayton  Act,  7 involving  charges  of  violation  of  section  2 (f)  of  the  Clay- 
ton Act,  22  involving  charges  of  violation  of  section  3 of  the  Clayton  Act, 
and  14  involving  charges  of  violation  of  section  7 of  the  Clayton  Act.  The 
total  of  these  cases  is  414,  or  approximately  15  percent  of  all  formal  cases 
decided  by  the  Commission  during  the  same  period  of  time.  Practically  all 
of  the  189  cases  involving  charges  directed  against  combinations  in  restraint 
of  trade  were  industry-wide  cases.  Many  of  them  involved  numerous 
respondents.  An  example  is  the  case  involving  building  materials,  directed 
against  Building  Material  Dealers  Alliance,  et  al.  The  respondents  in  the 
case  included  thousands  of  dealers  in  building  supplies.  A further  example 
is  the  case  directed  against  the  Cement  Institute  and  its  members,  which 
involved  producers  whose  production  accounted  for  about  95  percent 
of  the  Portland  cement  manufactured  in  this  country.  Many  of  these 
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industry-wide  cases  have  been  contested  to  the  utmost  during  the  course 
of  hearings  before  the  Commission  and  on  review  of  the  Commission's 
orders  in  circuit  courts  of  appeals.  Frequently  10  or  more  law  firms  represent 
respondents  in  one  of  such  cases.  The  Commission's  resources  have  not  per- 
mitted it  to  assign  more  than  one  attorney  to  the  trial  of  each  of  these  cases 
except  in  a few  instances.  In  the  cement  case,  where  respondents  were  repre- 
sented by  41  law  firms  of  record,  the  Commission  assigned  3 attorneys  to 
present  the  evidence  in  support  of  the  complaint.  Only  two  of  those  attorneys 
were  thus  engaged  through  the  entire  trial  of  the  case. 

Appended  to  the  attached  list  of  cases  is  a table  of  contents  indicating  on 
what  pages  of  the  list  appear  cases  arising  under  a particular  section  of  the 
law^  administered  by  the  Commission.  Also  appended  are  indexes  indicating 
the  cases  in  which  particular  commodities  w^ere  involved  and  also  the  names 
of  the  principal  lespondents,  alphabetically  arranged.  (This  material  not 
reprinted.) 

Also  attached,  in  response  to  your  request,  is  a list  furnished  by  Mr. 
MacIntyre  of  the  law  firms  representing  before  the  Commission  respondents 
in  five  important  cases.  (Alphabetical  list  of  counsel  follows  this  reply  to 
Question  5.)  Tw^o  of  the  five  cases  have  been  decided  by  the  Commission 
and  are  now  pending  in  court  on  petitions  to  review  the  orders.  Three  of 
the  cases  are  now^  in  the  course  of  trial  before  the  Commission.  This  list 
show^s  that  the  number  of  law'  firms  opposing  Commission’s  counsel  in 
these  cases  ranged  from  8 in  docket  5253  to  41  in  docket  3167.  In  none 
of  these  cases  did  more  than  3 attorneys  on  the  staff  of  the  Commission 
participate  in  the  trial.  The  full  significance  of  the  disparity  is  not  disclosed 
by  that  show  ing.  That  is  true  because  counsel  for  the  respondents  are  num- 
l>ered  as  "firms”  and  not  as  individual  attorneys.  Some  of  the  larger  firms 
involved  employed  numerous  attorneys  in  the  cases  against  the  Commission. 
For  example,  the  firm  of  Donovan,  Leisure,  New  ton  & Lombard  was  repre- 
sented by  several  counsel  at  hearings  before  the  trial  examiner,  and  it  em- 
ployed additional  attorneys  in  its  office  to  counsel  and  advise  those  who 
presented  evidence.  Press  reports  have  appeared  to  the  effect  that  respond- 
ents in  docket  3167,  In  the  IVIatter  of  The  Cement  Institute  et  ah,  spent  in 
excess  of  $5,000,000  in  contesting  the  case  before  the  Commission.  That 
amount  equals  the  total  appropriation  for  this  Commission  for  a period  of 
approximately  years.  Since  the  Commission  entered  its  decision  in  that 
case,  respondents  petitioned  the  court  to  set  aside  the  order.  In  that  con- 
nection they  have  filed  more  than  a score  of  motions  and  petitions  which 
have  contributed  to  the  fact  that  the  case  remains  w'ithout  disposition  by  the 
court  after  pending  there  more  than  3 years. 

In  addition  to  the  legal  talent  thus  involved  through  the  employment  of 
the  law  firms  listed,  counsel  for  respondents  frequently  present  elaborate  and 
time-consuming  defenses  in  the  form  of  testimony  by  experts.  For  example, 
in  docket  4452,  the  Rigid  Steel  Conduit  case,  counsel  for  respondents  called  as 
experts  to  give  opinion  testimony  in  the  field  of  economics  Dr.  Roger  Fair- 
child,  of  Yale;  Dr.  Clare  Griffin,  dean  of  the  School  of  Commerce  of  Michigan 
Ihiiversity;  Dr.  J.  Phillip  Wernette,  professor  of  economics  at  Harvard;  and 
Dr.  Homer  V'anderblue,  of  Northwestern  University.  Frequently  efforts  to 
determine  what  the  respondents  have  paid  these  "experts”  to  testify  have 
been  unsuccessful.  However,  in  one  case  an  "expert”  called  by  Breed,  Abbott 
& Morgan  to  testify  for  their  client  admitted,  during  the  course  of  cross- 
examination,  that  he  had  probably  received  an  amount  approaching  $20,000 
as  compensation  for  his  services  in  preparing  the  material  used  by  the  client  in 
its  defense  of  the  charges  made  by  the  Federal  Trade  Commission,  plus 
additional  compensation  he  expected  to  receive  for  his  testimony. 

Although  many  of  the  414  cases  listed  in  the  attached  list  were  appealed  to 
the  courts  by  parties  against  whom  cease  and  desist  orders  w ere  directed,  the 
Commission’s  orders  have  been  sustained  by  the  courts  in  all  cases.  In  a few 
of  the  cases  slight  modifications  have  been  made  in  the  orders.  Where  cases 
have  been  appealed  to  the  courts,  the  list  of  cases  shows  tliat  fact.  It  also 
cites  the  place  where  the  case  is  reported.  In  instances  w*here  a case  has 
been  so  recently  decided  as  to  not  have  appeared  in  reports,  the  date  of  the 
court  decision  is  shown. 

In  addition  to  the  attached  list  of  decided  cases,  a list  of  pending  cases  is 
attached.  (This  material  not  reprinted.)  This  latter  list  is  also  limited  to  cases 
involving  charges  that  groups  of  respondents  have  maintained  combinations  in 
restraint  of  trade  in  violation  of  section  5 of  the  Federal  Trade  Commission  Act ; 
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that  respondents  have  discriminated  in  price  in  violation  of  section  2 (a)  of  the 
Clayton  Act,  as  amended  by  the  Robinson-Patman  Act,  and  otherwise  used 
discriminatory  practices  in  violation  of  subsections  (c),  (d),  (e),  and  (f)  of  section 
2 of  the  Clayton  Act,  as  amended,  and  committed  acts  in  violation  of  sections  3 
and  7 of  the  Clayton  Act.  This  list  of  97  cases  is  limited  to  pending  formal  cases. 
It  contains  none  of  the  cases  involving  charges  concerning  the  use  of  monopolistic 
practices  now  in  the  course  of  investigation  and  which  have  not  reached  the  formal 
stage. 


Alphabetical  List  of  Counsel  of  Record  for  Respondents  in  Five  FTC 

Dockets 

These  cases  are  docket  3167 — Cement  Institute  et  ah,  docket  4452 — Rigid 
Steel  Conduit  Association,  et  ah,  docket  4878 — Chain  Institute  et  ah,  docket 
4900 — American  Refractories  Institute  et  ah,  and  docket  5253— National  Lead 
Co.,  et  ah  All  of  the  cases  involve  the  use  of  delivered  price  systems  in  making 
quotations  based  on  “Pittsburgh  plus,”  multiple  basing  point  and  zone  systems, 
and  variations  thereof.  The  first  two  of  the  cases  have  resulted  in  the  issuance 
of  cease-and-desist  orders  and  are  now  pending  in  court.  The  last  three  of  the 
cases  are  now  in  the  course  of  trial  before  the  Commission.  In  none  of  the  cases 
did  more  than  three  of  the  Commission’s  attorneys  participate  in  the  trial. 


Name 


Adams,  Childs,  McKaig  & Lukens 

Alexander  Green 

Alvord  & Alvord 

Barnes,  Biddle  & Myers I. 

Baxter,  H.  V.,  Esq 

Beekman,  Bogue,  Stephens  & Black 

Bell  & Silberbiatt. 

Breed,  Abbott  & Morgan I. ..II 

Brown,  Paul,  Esq 

Buckley,  Ledyard,  Dickinson  & Wright III-IIIIII 

Burgess,  Richard  F.,  Esq 

Burnette,  W.  D.,  Esq.._ I. ..II 

Cahil!,  Gordon,  Zachry  & Reindel  (formerly  Wright,  Gordon,  Zachry 

& Cahill) I 

Call,  Murphy  & Davis 

Cates,  Smith  & Long  II 

Chadbourne,  Hunt.  Jaeckel  & Brown.. I. 

Chadbourne,  Wallace,  Park  & Whiteside 

Chasnoff,  Wilson  & Cunningham 

Chickering  & Gregory 

Clank,  Klein,  Bruckee  & Waples 

Cobbs,  Logan,  Roos  & Armstrong 

Cooper,  Wallace,  Esq 

Cowell  & Frankhausor I 

Cravath,  de  GuersdorfT,  Swaine  & Wood 

Cravath,  Swaine  & Moore  (formerly  Cravath,  de  GuersdorfT,  Swaine 

& Wood) I 

Crenshaw,  Hansell  & Gunby 

Cromelin,  Townsend,  Brooke  & Kirkland. 

Davies,  Richberg,  Beebe,  Busick  Richardson 

Davis.  Heil  & Davis 

Dinkins,  Clarence  M 

Donovan,  Leisure,  Newton  & Lumbard 

Dougherty,  John  J 

Duncan,  Frederick  S 

Earl,  Hall  & Gerdes 

Embry,  Joseph  R.,  Jr.,  Esq 

Fay,  Charles  R_._ 

Feldman,  Kittelle,  Campbell  & Ewing 

Finck  & Huber 

Garber,  Frederick  B 

Gentholts,  A.  J.,  Esq. 

Gilruth  & Beck.  

Hammack,  McWilliams  & Hammack 

Harrington,  Husley  & Smith 

Hill,  Morgan  & Bledsoe 

Houston,  James  M.,  Esq 

Illch  & Poskanzer - 

Johnson,  M,  B.  & H.  H 

Lewis  & Grant 

Lewis,  Rice,  Tucker,  Allen  & Chubb : 

Levy,  Goldberg  & Lawrence 

Little  & Leader. 

Marsh,  Day  & Calhoun 

McCloskey,  Jas.  E.,  Esq 

McDowell,  Thomas  J.,  Esq 
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Docket  No. 


Name 


Menzi,  A.  M.,  Esq 

Milbank,  Tweed  & Hope Ill 

Miller,  E.  O.,  Esq IIIIIIII 

Mliler,  Scarl  & Fitch IHH 

Molthan.  E.  H.,  Esq._ I.IIII 

Monroe,  Byrne  & Kaye 

Montgomery,  McCracken,  Walker  & Rhoades 
Mo(»ney,  Hahn,  Loeser,  Keough  & Freedheim 
Morrison,  Hohfeld,  Foerster,  Shuman  & Clark 

O’Melveny  & Myers 

Patton,  Thomas  F.,  Esq. 

Pershing,  Bosworth,  Dick  & Dawson Ill 

Peyser,  Morton,  Esq. 

Pierce,  T.  M.,  Esq 

Pillsbury,  Madison  & Sutro 

Pope  & Ballard 

Porter  & Taylor II 

Prendergast  & Prcndergast 

Rapne,  Frank  A.,  Esq 

Reed,  Smith,  Shaw  & McClay I 

Sanders,  Gravelle,  Whitlock  & HowTey 

Scherr,  Harry,  Esq 

Serviss,  Richard,  Esq 

Shearman  & Sterling. I 

Sidley,  McPherson,  Austin  & Burgess I.  I' 

Simpson,  Wm.  P.,  Esq 

Singleton,  Edward,  Esq. IIIIII 

Slabaugh,  Seiberling,  Gunther  & Pfl'ueger..! 

Smith,  Earl,  Esq 

Smith,  Hal  H.,  Esq : I.IIIII 

Smith,  Harold,  Esq 

Stewart  Lewis IIIIIIIII 

Stokely,  Schivner,  Dominick  & Smith I_I 

Stonecipher,  Frank  W.,  Esq 

Stradley,  Ronon,  Stevens  <fe  Young 

Strange,  Myers,  Hinds  & Wight 

Sullivan  & Cromwell 

Swope,  Gerard,  Jr.,  Esq Ill 

Thomas,  Roberts  B.,  Esq 

Thompson,  Hine  <fe  Flory  .. IIIIII 

qMbbetts,  Lewis,  Lazo  Welch 

Waite,  Schindel  & Bayless 

Ward,  Thomas  J.,  Esq 

Weter,  Roberts  & Shefelman Ill 

Willis,  Simeon  S.,  Esq  

Witherspoon,  Witherspoon  & Keeiey.IIIIIIIII] 

Wood,  Arey,  Herron  & Evans 

Wright,  Gordon,  Zachry,  Parlin  & Cahiil.  . 
Zimmerman  <fe  Norman 

Total- 
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Select  Committee  on  Small  Busines.s, 

House  of  Representatives  of  the  United  States, 

Tj  * Washmgton,  D.  C.,  August  13,  1946. 

Hon.  William  A.  Ayres,  » » » 

Chairma7i,  Federal  Trade  Commission, 

Washington  25,  D.  C, 


. Hear  ]\Ir.  Ayres;  In  your  letter  of  July  1 to  us  you  included  the  following 
information  concerning  your  appropriations  for  the  vears  1946  and  1947* 
P^stimate  submitted  to  the  Bureau  of  the  Budget. 

Amount  approved  by  the  Bureau  of  the  Budget. 

Appropriated  by  Congress. 

In  reviewing  this  material  we  are  afraid  that  2 years*  record  is  not  sufficientlv 
rcpresentative  and  would,  therefore,  appreciate  your  making  available  to  Mr. 
Uambra  of  our  staff  similar  information  for  the  vears  from  1938  to  1945,  inclusive 

VVe  should  also  be  greatly  indebted  to  you  if  you  would  make  it  possible  for 
• time  he  calls  on  your  agency,  to  review  some  of  the  budget 

justihcations  prepared  by  FTC  for  submission  to  the  Budget  Bureau.  \Ve 
believe  that  such  information  would  be  very  helpful  to  us  in  appraising  this  aspect 
of  the  antitrust  program. 

Will  you  please  let  me  know  if  this  meets  with  your  approval. 

Sincerely  yours, 


Estes  Kefauver, 

Chairman,  Monopoly  Suhcommittee. 
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Federal  Trade  Commission, 

Washingion,  August  20,  1946, 

Hon.  Estes  Kefauver, 

Chairynan,  Monopoly  Subcommittee, 

House  Select  Committee  on  Small  Business, 

House  of  Representatives,  Washington,  D,  C. 

Dear  Mr.  Kefauver:  In  response  to  the  request  in  your  letter  of  August  13, 
1946,  there  is  attached  a statement  setting  forth  the  estimates  of  appropriations 
and  the  appropriations  of  the  Commission  for  the  fiscal  years  1938  to  1945, 
inclusive. 

We  shall  also  be  pleased  to  make  available  to  your  investigator,  Mr.  Cambra, 
some  of  the  budget  justifications  when  it  is  convenient  for  Mr.  Cambra  to  call  at 
our  offices. 

By  direction  of  the  Commission. 

With  kindest  regards,  I am 
Sincerely  yours. 

Garland  S.  Ferguson, 

Acting  Chairman. 

Federal  Trade  Commission 

[Statement  of  the  estimates  of  appropriations  and  the  appropriations  of  the  Federal  Trade  Commission  for 

the  fiscal  years  1938  to  1945,  inclusive] 


Fiscal  year  1938: 

Salaries  and  expenses. 
Printing  and  binding. 

Total 


Fiscal  year  1939: 

Salaries  and  expenses. 
Printing  and  binding. 

Total- 


Fiscal  year  1940: 

Salaries  and  expenses. 
Printing  and  binding. 

Total 


Total. 


Total. 


Total. 


Total. 


Total. 


Estimate  sub- 
mitted to  the 
Bureau  of  the 
Budget 

Amount  ap- 
proved by  the 
Bureau  of  the 
Budget 

Appropriated  by 
Congress 

$2,561,690 

40,000 

$1. 950,  000 
31,000 

$1, 950, 000 
31,000 

2,601,690 

1,981,000 

1,981,000 

2, 404,906 
57, 775 

2, 134, 000 
46,  700 

2, 134, 000 
46,700 

2, 462, 681 

2, 180.  700 

2, 180. 700 

2, 717, 600 
74,500 

2, 264,000 
60,000 

. 2,264,000 
60,000 

2,  792, 100 

2, 324, 000 

2.  324, 000 

2,  721.841 
80,  590 

2,  240, 000 
60, 000 

2,  240, 000 
60,000 

2,802,  431 

2. 300.000 

2.  300, 000 

2,  778, 385 
89, 485 

2, 300, 000 
60,000 

2,300,000 

60,000 

2, 867,870 

2, 360, 000 

2,360,000 

3,062, 681 
85,000 

2, 252,  224 
50, 250 

2, 000,000 
50,  250 

3. 147,681 

2, 302, 474 

2, 050, 250 

2, 657, 894 
57,  550 

2,000,000 

43,000 

1,900,000 

43,000 

2.  715, 444 

2, 043,000 

1,943,000 

2, 720, 145 
61,000 

2, 047,000 
48.900 

2,  oil,  070 
43,000 

2,  781, 145 

2. 095, 900 

2,054,070 
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Federal  Trade  Commission, 
Washington  25,  October  28,  1946. 

Hon.  Estes  Kefauver, 

Chairman,  Monopoly  Subcommittee, 

Select  Committee  on  Small  Business, 

House  of  Representatives,  Washington,  D.  C. 

Dear  Congressman  Kefauver:  Pursuant  to  your  request  in  a letter  dated 
June  21,  the  Commission  under  date  of  July  1 gave  a description  of  10  cases 
handled  by  it  during  the  last  5 years  which  the  Commission  considered  had  been 
significantly  successful  from  the  standpoint  of  actually  breaking  monopolies  and 
retarding  concentration.  Believing  that  you  might  be  interested  in  a supple- 
mental statement  concerning  certain  other  cases,  all  but  one  of  which  were  handled 
during  the  5-year  period,  we  think  it  desirable  to  supplement  our  former  statement 
and  also  to  make  some  reference  to  certain  court  decisions  announced  since 
July  1. 

On  July  12,  1946,  the  Circuit  Court  of  Appeals  for  the  Seventh  Circuit  upheld 
the  Commission's  findings  and  order  against  the  use  of  a zoning  system  of  identical 
delivered  prices  by  a group  of  crepe  paper  manufacturers.  The  significance  of  the 
decision  was  greatly  enhanced  by  the  court's  recognition  and  statement  that  “the 
artificiality  and  arbitrariness  of  the  zone  structure  is  so  apparent  that  it  cannot 
withstand  the  inference  of  agreement."  If  the  courts  will  adhere  to  that  principle, 
it  will  have  far-reaching  effects  upon  a rather  common  pricing  practice  which 
results  in  the  creation  of  identical  delivered  prices  and  will  greatly  aid  the  Com- 
mission in  the  eradication  of  such  price-fixing  devices,  A pamphlet  copy  of  the 
court's  opinion  is  enclosed.  (Not  reprinted). 

On  September  20,  1946,  the  same  court  by  a two-to-one  vote  set  aside  the 
Commission's  order  in  the  Cement  Institute  case.  The  majority  of  the  court 
would  not  accept  the  Commission's  finding  of  agreement  inferable  in  part  from 
the  use  of  a multiple  basing  point  system  of  identical  delivered  prices  and  in  part 
from  other  evidence  of  such  agreement  contained  in  the  Commission's  findings 
and  in  the  record.  The  court  declined  to  apply  the  decisions  of  the  Supreme 
Court  in  the  Staley  and  Corn  Products  cases  to  \he  industry's  systematic  use  of 
so-called  freight  absorption,  although  conceding  that  those*^  cases  had  outlawed 
the  practice  of  so-called  phantom  freight  as  used  in  the  industry.  As  already 
pointed  out  in  connection  with  our  letter  of  July  1,  systematic  freight  absorption 
IS  fully  as  effective  as  phantom  freight  in  creating  identity  of  delivered  prices 
among  wuMely  scattered  sellers.  Presumably  the  case  wilfbe  reviewed  by  the 
ouprenie  Court  because,  among  other  reasons,  it  has  great  public  importance  and 
the  inajority  below'  stated  that  the  sooner  it  was  so  review'ed  the  better.  A 
pamphlet  copy  of  the  opinion  is  enclosed.  Judge  Evans  stated  in  his  dissenting 
opinion  that  the  evidence  as  to  the  existence  of  a price-fixing  combination  left 
him  free  from  doubt.  (Copy  of  opinion  not  reprinted). 

/oJo  Guild  of  America,  et  al.  y.  Federal  Trade  Commission 

(il2  U.  fe.  457),  the  Supreme  Court  in  1940  upheld  the  findings  of  the  Commis- 
sion and  Its  order  to  cease  and  desist  issued  against  an  organization  composed  of 
wb  manufacturers  of  women's  garments  controlling  more  than  60  percent  of  such 
garments  w holesaling  at  $10.75  and  above,  and  more  than  38  percent  of  ail  such 
garments  wholesaling  at  $6.75  and  up.  The  combination  had  obtained  agree- 
^ 12,000  retailers  thn  ugheut  the  country,  more  than  one-half  of 

w hich,  however,  signed  such  agreements  only  I>ecauseofthreats  that  Guild  mem- 
bers would  not  sell  to  retailers  who  failed  to  yield  to  their  demands.  The  objec- 
tive of  the  ccmbination  was  to  prevent  im.itations  of  the  garment  designs  which 
the  manufacturer-members  i laimed  were  their  original  creations. 

To  prevent  competition  from  such  imitators  they  boycotted  and  declined  to 
sell  their  products  to  retailers  who  sold  garments  copied  by  other  manufacturers 
from  the  designs  of  the  Guild  members. 

In  1944  the  Circuit  Court  of  Appeals  for  the  First  Circuit  upheld  the  findings 
Md  or^r  of  the  Commission  in  the  case  of  Judson  L.  Thomson  Alanufacturing 
Co.  The  order  forbade  the  continued  use  of  leases  under  w'hich  the  company 
was  requiring  its  customers  to  purchase  rivets  for  use  in  its  riveting  machines 
and  preventing  the  customers  from  using  rivets  obtained  from  any  other  source. 

1 his  was  held  to  be  a violation  of  section  3 of  the  Clayton  Act  as  an  unlawful 
^ng  contmet.  Similar  orders  had  been  issued  against  seven  competitors  of  the 
1 homson  Co.  and  the  effect  of  the  decision  was  to  end  the  use  of  tying  contracts 
^roughout  the  industry  involved.  A similar  result  had  been  obtained  bv  the 
Commission  through  a decision  of  the  Circuit  Court  of  Appeals  for  the  Fourth 
Circuit  in  the  case  of  Signode  Steel  Strapping  Co.  This  case  was  decided  in  1941 
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and  is  reported  in  132  Fed.  2d.  48.  The  Thomson  case  will  be  found  in  150  Fed. 
2d.  952. 

In  1944  the  Circuit  Court  of  Appeals  for  the  Seventh  Circuit  upheld  the  Com- 
mission's findings  and  order  against  a number  of  producers  of  scientific  drafting 
instruments  and  related  materials,  including  reproduction  papers  such  as  blue- 
print. The  manufacturers  attempted  to  justify  their  price-fixing  practices  on 
the  ground  that  they  were  merely  continuing  to  do  what  the  National  Industrial 
Recovery  Act  had  authorized  them  to  do  during  the  NRA  code  period.  An 
unsuccessful  attack  was  also  made  upon  the  Commission's  jurisdiction  and  the 
sufficiency  of  the  evidence  to  support  its  findings.  The  opinion  of  the  court  will 
be  found  in  142  Fed.  2d.  321. 

The  remaining  cases  mentioned  were  not  appealed  to  the  courts  and  respond- 
ents filed  reports  of  conyiliance  with  the  Commission's  orders. 

In  1944  the  C'ommission  made  findings  and  issued  an  order  to  cease  and  desist 
against  the  Rock  Crusher  Manufacturers  Association  and  its  members,  and 
against  the  Associated  Equipment  Distributors.  The  respondents  admilted  the 
charges  made  by  the  Commission  of  an  agrecunent  among  the  manufacturers  to 
fix  prices  on  rock-crushing  machinery  and  to  allocate  by  agreement  among 
the  manufacturers  the  privilege  of  making  in  rotation  a lower  bid  to  the  Federal 
Government  than  the  other  members  made.  It  was  also  admitted  that  the 
Associated  Equipment  Distributors  and  its  numerous  members  had  established 
monopolistic  control  over  jjrice  quotations  on  rock-crushing  machinery  to  Govern- 
ment purchasers  and  private  buyers  of  rock-crushing  machinery.  This  control 
involved  an  agreement  with  the  manufactunTs  under  which  the  manufacturers 
and  dealers  quoted  the  same  i)rices.  This  ca.se  was  the  Commission's  Docket 
No.  502G,  and  copy  of  the  findings  and  order  is  submitted  herewith.  (Findings 
and  order  not  reprinted.) 

In  1942  the  Commission  issued  an  order  to  c<ase  and  desist  against  the  Specialty 
Accounting  Supply  Manufacturers  Association  and  its  officers  and  members, 
prohibiting  the  fixing  of  prices,  advance  exchange  of  bid  prices  to  be  made  to  the 
Government,  maintaining  lists  of  recognized  jobbers  or  dealers,  allocating  by 
agreement  various  lots  of  business,  checking  books  and  records  to  ascertain 
whether  prices  were  maintained,  and  various  other  methods  of  furthering  their 
price-fixing  arrangement.  Some  30  manufacturers  of  specialty  accounting  supplies 
were  iticluded  in  this  order.  This  case  is  the  Commission’s  docket  No.  4538  and 
a copy  of  the  findings  and  order  is  submitted  herewith.  As  a result  of  the  order 
the  respondents  dissolved  their  association,  discontinued  the  services  of  its  pro- 
fessional trade  association  manager,  and  reported  discontinuance  of  the  ob- 
jectionable practices. 

In  1944  the  Commission  issued  orders  to  cease  and  desist  in  a number  of  cases 
where  respondents  had  submitted  collusive  or  fictitious  bids  in  connection  with 
the  rehabilitation  at  Government  expense  of  the  Cramp  Shipbuilding  Co.  of 
Philadelphia,  Pa,  and  which  were  submitted  in  connection  with  the  fulfillment 
of  war  contracts  with  the  Cramp  Co.  Among  the  parties  subject  to  such  orders 
were  the  American  Steel  & Wire  Corp.  and  the  Westinghouse  Electric  "Supply 
Co.  After  entry  of  the  Commission's  orders  the  Civil  Claims  Division  of  the 
Department  of  Justice  filed  suit  against  Charhis  F.  Rohleder,  one  of  the  respond- 
ents, based  upon  the  same  facts  on  which  the  Commission  had  based  its  orders 
to  cease  aiid  desist.  That  suit  in  the  Department  of  Justice  involved  damages 
totaling  more  than  $80,000.  We  are  informed  that  the  Department  won  its 
case  in  the  court  below  for  a substantial  part  of  the  damages  alleged  and  that 
this  verdict  was  recently  upheld  by  the  Circuit  Court  of  Appeals  for  the  Third 
Circuit.  Copies  of  the  findings  made  and  orders  entered  in  this  group  of  cases 
are  submitted  herewith  and  comprise  Commission's  docket  Nos.  4798  to  4806, 
inclusive.  (Findings  and  orders  not  reprinted.) 

The  reports  of  compliance  with  the  Commission's  orders  in  the  above-men- 
tioned cases,  insofar  as  such  orders  have  become  final  by  court  affirmance  or  by 
expiration  of  the  statutory  period  for  court  nndew,  indicate  the  effectiveness  of 
such  orders  as  far  as  can  be  determined  from  the  face  of  such  reports.  Only  a 
continual  policing  by  field  investigation  of  the  industries  involved  could  it  be 
ascertained  how  permanent  have  been  the  results  obtained. 

Other  significant  cases  could  be  cited  in  this  connection  by  extending  the 
coverage  to  an  earlier  period.  The  Fashion  Originators  Guild  case  above  described 
and  which  was  decided  in  1940  is  the  earliest  case  mentioned  herein. 

By  direction  of  the  Commission, 

Sincerely  yours, 


W.  A.  Ayres,  Chairman. 


SUPPLEMENTAL  EXHIBITS  IN  CONNECTION  WITH  ANALYSIS  OF 

THE  FEDERAL  TRADE  COMMISSION 


Statement  of  Mr.  Charles  J.  Beck,  Beck's  City  Bakery,  Inc., 

Fredericksburg,  Virginia 

The  following  may  be  of  value  to  your  committee. 

You  will  notice  the  individual  businesses  listed  on  the  above  letterhead 
(City  Bakery,  Inc^  Fredericksburg,  Va.;  Beck's  Valley  Bakeries,  Inc.,  Wavnes- 
boro,  \a.;  Beck  s City  Bakery,  Inc.,  Newport  News,  Va.)  each  one  of  them  was 
started  from  a scratch,  Fredericksburg  in  1932,  Waynesboro  1935,  and  Newport 
News  m 1938;  each  one  had  been  closed  and  had  deteriorated  considerablv  bv 
abandonment. 

Our  little  group  headed  by  myself  took  over  one  at  a time  and  made  a success 
of  all. 

We  had  planned  to  take  over  a closed  plant  in  Alexandria,  Va.,  and  a large 
closed  plant  in  Roanoke,  \ a.  At  that  time  the  action  of  the  large  combines 
mentioned  in  the  other  letter  took  place;  this  movement  actually  clipped  our 
wings.  In  other  words,  they  had  the  freedom  of  opportunitv  bestowed  upon  them 
when  they  organized.  But  it  seems  that  they  think  it  their  duty  to  prevent 
anyone  else  to  have  that  same  privilege  today. 

No  one  has  to  explain  the  results  of  this  method  as  to  our  countrv*s  future  if 
this  IS  continued.  ' 

I am  positive  that  5,000  small  bakeries  could  be  put  into  successful  operation 
in  small  cities  and  communities  throughout  our  Nation,  employing  about  25 
persons  per  plant,  produce  a better  article,  give  better  service,  greater  compensa- 
tion to  employees,  and  at  the  same  time  not  molest  the  large  combines  in  the  least 

But  this  cannot  be  done  without  protection  from  the  selfish,  greedy  monoDo- 
listic  combines.  ^ 

The  game  of  free  enterprise,  if  it  is  to  be  of  service,  must  hav'e  an  umpire, 
rlease  do  not  hesitate  to  call  on  me  for  additional  information  pertaining  to  the 
plight  of  the  small  businessmen  of  our  Nation. 

Might  I bring  to  your  attention  what,  in  my  business  as  a small  baker  is  the 
deadliest  weapon  against  which  1 have  to  fight  and  which  could  lick  any  of  us 
smaller  fellows  almost  before  we  get  started?  It  is  the  privilege  which  large 
corporations,  engaged  in  interstate  business,  have  of  pooling  their  profits. 

Let  me  illustrate:  Here  is  a large  business  corporation  which  normally  sells  in 
New  York,  \Vashington,  and  other  places  a 16-ounce  loaf  of  bread  for  10  cents 
wholesale.  In  Virginia  this  corporation  sells  a 22-ounce  loaf  for  10  cents. 

Let  us  suppose,  now,  for  the  sake  of  argument,  that  the  22-ounce  loaf  for 
10  cents  represents  no  profit  at  all  or  perhaps  a loss.  Either  wav,  it  is  pooled  with 
profits  accruing  from  the  sale  of  bread  at  the  higher  price  in  NeV  York  and  other 
place.s.  Aly  effort,  then,  to  compete  with  the  big  fellow  becomes  no  longer  a 
question  of  labor  and  material  costs,  of  efficient  management  ard  economy  or 
even  of  skill.  One  can  see  what  a hopelessly  unfair  contest  that  is.  ' ’ 

And  t^  tragic  thing  about  it  is  that  in  such  a situation  everybody  loses.  The 
federal  Government  loses  in  that  its  lax  levies  must  make  their  wav  through  a 
honeycomb  of  pockets  where  both  taxable  values  and  monopolistic  greed  are 
concealed.  The  States  lose  their  rightful  share  of  tax  revenue.  The  local  com- 
munity suffers  the  gradual  drying  up  of  locally  owned  and  controlled  business. 

It  seems  to  me  that  it  is  possible  to  devise  a plan  requiring  corporations  doing 
interstate  business  to  report  profits  and  losses  on  the  basis  of  the  point  of  manu- 
facture or  production  in  the  several  States,  with  profits  and  losses  clearly  and 
Cleanly  prorated,  not  pooled  in  a jumbled  and,  sometimes,  I suspect  a juggled 
mass.  If  the  battle  were  fought  out  along  this  line,  we  could  leave  the  question 
of  price  almost  to  take  care  of  itself. 

It  so  happened  1 was  a victim  in  the  year  1935  to  the  above-mentioned  dis- 
criminating tactics,  at  which  time  I brought  charges  against  a large  baking 
combine,  and  the  Federal  Trade  Commission  deliberated  for  5 years,  with  exten- 
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«ve  study  and  prolonged  hearings  in  Washington,  Richmond,  and  Norfolk 
To  my  amazement  I received  a notice  from  the  Commission  of  dismissal  of  the 

CS1S6. 

I immediately  requested  by  letter  the  nmpening  of  the  case,  which  letter  I am 
enclosing;  also,  the  acknowledgment  from  the  Federal  Trade  Commission. 

I hurried  to  proceed  to  renew  the  interest  that  was  previously  shown  by  the 
Department  of  Justice  in  this  case,  which  brought  about  the  confiscation  of  the 
Federal  Trade  Commission  s files;  and  on  January  9,  1941,  33  individuals  and 
11  major  companies  were  indicted,  all  pleaded  guilty,  and  all  were  heavily  fined. 
The  results  are  as  follows:  The  damage  has  been  wrought  and  is  established 

to  continue  as  designed  in  the  chosen  areas  for  the  economic  destruction  of  all 
small  competitors. 

consuimnated,  the  original  high  prices  are  again  restored  to  a 
profitaWe  basis,  then  other  areas  are  chosen  for  the  same  discriminating  activities 
The  Federal  Government  holds  the  key  to  the  situation.  The  mud  is  on  the 

power  to  remedy  the  situation;  we  do  not. 
And  all  that  is  needed  is  not  so  much  new  laws  or  new  machinerv  but  merelv 
the  proper  and  wise  enforcement  of  the  laws  we  already  have.  I ’believe  that 
this  IS  fully  recopiized  by  our  present  Attorney  Genera^  Mr.  Clark,  and  is  cer- 
tainly the  line  along  which  the  Federal  Trade  Commission  should  work 

I am  convinced  if  some  method  of  correction  by  the  Government  is  not  adopted 
the  free-enterprise  system  will  perish  and  that  thousands  of  GI’s  in  colleee  will 
be  deprived  of  the  opportunities  in  business  for  which  they  are  now  studying 
In  conclusion,  what  we  small  businessmen  need  most,  if  vve  expect  to  preserve 
our  form  of  democracy,  is  not  help  but  protection  from  racketeering  and  the 
discrimination  to  which  we  have  been  subjected  by  the  large  combines 


United  States  of  America 


BEFORE  FEDERAL  TRaDE  COMMISSION 


At  a regular  session  of  the  Federal  Trade  Commission,  held  at  its  office  in  the 
city  of  Washington,  D.  C.,  on  the  13th  day  of  December,  A.  D.,  1940 


Commissioners:  Edwin  L.  Davis,  Chairman]  Garland  S.  Ferguson- 
H.  March;  William  A.  Ayres;  Robert  E.  Freer  ‘ ’ 


Charles 


In  the  matter  of  General  Baking  Company 
Docket  No.  3669.  Order  Dismissing  Complaint 

This  matter  coming  on  to  be  heard  by  the  Commission  upon  the  record  and  it 
appearing  that  the  allegations  of  the  complaint  have  not  been  sustained ’by  the 
evidence,  and  the  Commission  liaving  duly  considered  the  matter  and  being  now 
fully  advised  in  the  premises; 

It  is  ordered  that  the  complaint  herein  be,  and  the  same  hereby  is  dismissed 

By  direction  of  the  Commission. 

Otis  B.  Johnson,  Secretary, 


Mr.  William  A.  Ayres, 

Federal  Trade  Commission^  Washington,  D.  C, 


Fredericksburg,  Va., 

January  10,  1941, 


Dear  Sir:  We  received,  on  January  7,  1941,  your  order  of  dismissal  dated 
December  13,  1940,  of  the  complaint  of  violation  of  the  Federal  Statutes  bv 
the  General  Baking  Co.,  Docket  No.  3669. 

Of  course,  we  have  known  of  this  action  for  some  time,  having  read  of  it  in  the 
public  press. 

Equally , of  course,  the  endle^  drag-out  of  this  case  over  the  years  since  the 
complaint  was  first  considered  officially  by  the  Federal  Trade  Commission  long 
ago  made  us  apprehensive  that  no  effective  action  was  contemplated  by  the 
Commission. 

You  will  understand,  we  are  sure,  that  even  if  relief  is  to  be  granted  in  cases 
such  as  this,  prompt  and  effective  determination  of  such  relief  is  necessary  if  aid 
is  to  reach  the  endangered  company  prior  to  its  financial  collapse. 


Naturally,  therefore,  due  to  the  time  element  involved,  an  oppressed  company, 
such  as  we  have  felt  ourselves  to  be,  after  two  or  more  years  of  constantly  ap- 
plied pressure,  becomes  somewhat  indifferent  to  the  ‘Telief"  promised  from  a 
dilatory  investigation. 

However,  as  we  have  survived  up  to  the  present  time,  in  spite  of  the  continu- 
ance of  what  appears  to  be  illegal  and  discriminating  tactics  by  the  General 
Baking  Co.,  and  have  recently  learned  that  similar  illegal  practices  by  this  com- 
pany in  the  Philadelphia  area  are  now  under  investigation  by  the  Federal  Depart- 
ment of  Justice  and  a Federal  grand  jury,  who  yesterday  returned  a true  bill 
against  this  corporation,  as  well  as  others,  we  feel  constrained  to  request  that 
this  investigation  be  reopened. 

Please  consider  this  letter,  then,  as  an  official  request  that  this  investigation  bo 
reopened,  and  not  again  closed  until  its  tie-in  with  the  somewhat  si  milar  complaint 
against  the  Continental  Baking  Corp.,  now  before  the  Federal  Trade  Commission 
is  fully  studied  and  evaluated.  * 

We  believe  that  in  your  hearing  of  the  Continental  Baking  Corp.  it  will  be 
revealed  that  the  General  Baking  Co.  appeared  to  force  the  Continental  Baking 
Coro,  to  resort  to  a larger  loaf  of  bread  in  this  area  to  meet  competition  initiated 
by  General  Baking  Co.,  and  this  company  alone,  and  followed  by  the  Continental 
Baking  Corp.  only. 

Awaiting  your  further  advices,  I am, 

Very  truly  yours, 

Charles  J.  Beck. 

Federal  Trade  Commission, 

Washington,  January  15^  1941, 

In  re:  Docket  No.  3669,  General  Baking  Co. 

Mr.  Charles  J.  Beck, 

City  Bakery,  Inc.,  Fredericksburg,  Va. 

My  Dear  Mr,  Beck:  Receipt  is  acknowledged  of  your  letter  of  January  10 
1941,  requesting  that  the  Commission  rescind  its  action  in  dismissing  its  pxX)- 
oeeding  in  Docket  No.  3669,  General  Baking  Co.,  and  reopen  this  matter  and 
consider  it  in  connection  with  a somewhat  similar  complaint  against  the  Continen- 
tal Baking  Co.,  Docket  No.  4149,  now  pending  before  the  Commission. 

The  matter  against  the  Continental  Baking  Co.  is  now  in  the  course  of  trial. 
When  this  matter  comes  before  the  Commission  on  the  complete  record,  the 

S^ve  consideration  to  your  request  with  respect  to  reopening 
the  General  Baking  Co.  case  and  will  take  such  action  as  is  deemed  proper  if  any 
Sincerely  yours,  ’ 

Charles  H.  March,  Chairman, 

Statement  of  Mr.  Raymond  P.  Life,  President  of  the  Defiance  Spark 

Plug  Corp.,  Toledo,  Ohio 

Toledo,  Ohio,  October  30,  1946. 

Enclosed  please  find  copies  of  our  complaints  against  Champion  and  AC  of 
May  ^ 1937,  marked  “A  and  B”.  Also  copies  of  FTC  complaints  against  Cham- 
pion, December  16,  1939,  C,  and  GM-AC  Spark  Plug  Co.,  November  12,  1942,  D.* 
Charges  made  by  the  Commission  are  in  our  opinion  stronger  than  show’n  in 
our  complaint.  We  kept  after  FTC,  every  month  and  made  many  trips  to  Wash- 
ington to  interview  Mr.  Horton,  chief  examiner,  who  seemed  very  much  interested 
to  know  if  a suit  for  damages  was  contemplated  in  case  GM-AC  and  Champion 
were  found  to  have  violated  the  Clayton  and  Patman  Acts.  Preparing  the 
complaints  was  expensive.  One  excuse  followed  another  and  the  big  one  came 
when  Champion  and  GM-AC  claimed  it  would  take  their  engineering  staffs  to 
prepare  defense.  Of  course  this  statement  was  false. 

Mr.  R.  A.  Stranahan,  president  of  Champion,  called  upon  me  at  the  club 
when  he  learned  in  Washington  who  had  filed  complaint.  He  said  that  all  of 
my  expense  and  trouble  would  go  for  naught  for  I could  never  get  anything 
through  FTC.  I later  learned  that  he  was  on  very  good  terms  with  at  least  one 
of  the  Commissioners. 

Letters  addressed  to  FTC  regarding  complaints  would  go  unanswered  for  weeks. 
When  a reply  came  it  was  the  same  stuff — No  dice.  Some  months  ago  Mr 
Donald  MacDonald,  a traveler  of  FTC  called  and  wanted  us  to  bring  the’com- 

> Exhibits  C (Docket  No.  3977)  and  D (Docket  No.  3886)  are  not  reprinted. 
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plaints  up  to  date,  no  doubt  attempting  to  find  cause  for  further  delay.  We 
furnished  the  Commission  with  original  contracts  of  AC  with  their  dealers  showing 
rebate  set-up  and  about  the  same  evidenc<;  on  Champion. 

In  July  1946  we  had  an  inquiry  from  the  Packard  Automobile  Co.  for  prices  on 
what  IS  known  to  the  trade  as  “original  ecjuipment.”  Before  our  price  was  sub- 
mitted  w^e  were  informed  that  Electric  Auto  Lite  Co.  had  made  a price  of  $0.06 
our  cost  ^0.  lo.  ’ 

We  quote  from  the  Ohio  Gasoline  News  of  October  21,  1946: 

‘‘phony*'  replacement  parts  flood  country 

Royce  G.  Martin,  president  of  the  Electric  Auto  Lite  Co.,  world's  largest  inde- 
pendent manufacturer  of  automotive  electrical  equipment,  has  issued  a warning 
urging  all  purchasers  to  examine  parts  carefully  before  buying. 

The  counterfeiters,  Mr.  Martin  said,  “have  not  only  imperfectly  copied  the 
parts  made  by  reputable  manufacturers,  but  in  many  instances  hav^e  imitated  the 
trade  marks  and  packages  in  order  to  sell  their  goods.  We  have  found  counterfeit 
Auto-Lite  parts  carefully  concealed  in  cartons  that  are  copies  of  ours.  The  only 
way  this  evil  can  be  eliminated  is  by  haying  purchasers  deal  only  with  representa- 
tives of  reputable  and  nationally  known  manufacturers.” 

A manufacturer  becomes  reputable  and  nationally  known  once  he  has  “original 
equipment.  ^ 

You  ^ ill  find  statement  of  profit  and  loss  (E)  of  our  little  company  enclosed 
In  the  first  years^  we  consigned  our  merchandise.  You  will  note  that  we  made 
money  in  1931.  1 hen  came  the  clo.sing  of  the  banks  and  the  NBA  which  forbade 

consignment  sales.  We  had  to  bring  in  our  merchandise  and  when  we  tried  to  sell 
to  jobbers,  we  found  all  avenues  closed  to  us  due  to  the  rebate  system.  I submit 
report  of  our  profit  and  loss  (E)  for  18  years;  « 8 year’s  profits — .$278  458  91  and 
J 0 year’s  losses— $556,075.21.  Profits,  though  small,  should  continue  until  mate- 
rial becomes  plentiful,  then  the  Big  Three  will  turn  on  the  heat. 

Our  stock  sold  as  high  as  $26  per  share  and  as  low  as  10  cents  per  share  and  had 
not  the  war  come  along,  no  doubt  we  would  have  passed  out.  We  had  no  war 
contracts,  however;  we  were  just  let  alone  for  the  time  being  while  the  Big  Three 
were  busy  with  airplane  plugs  which  showed  immense  profits. 

The  public  has  a wholesome  respect  for  Tax,  Postal,  Pure  Food,  Interstate 
Commerce,  and  W hite  Slave  Acts  but  none  for  Clavton  and  Patman  Acts  due  to 
laxity  on  the  part  of  FTC. 

I know  where  small  business  is  going  to  but  don’t  like  to  use  the  word— it’s  too 
hot. 

Toledo,  Ohio,  May  4,  1937. 

To:  Federal  Trade  Commission. 

Subject:  Complaint  against  Champion  Spark  Plug  Co.,  Toledo,  Ohio  for  viola- 

tion  of  Cla)^on  and  Robinson-Patman  Acts.  * 

Exhibit  1:  Attached  you  will  find  copies  of  the  Champion  Spark  Plug  Co 
contracts  with  wholesalers  covering  years  1935,  1936,  1937.  The  first  paragraph 
states  there  is  no  obligation  to  handle  Champion  spark  plugs  exclusively  As  a 
inatter  of  fact,  the  jobbers  holding  these  contracts  forfeit  their  10-percent  rebate 
if  they  sell  any  other  brand  of  spark  plugs.  The  second  paragraph  calls  this 
rebate  special  sales  service  compeiusation.” 

Please  note  Champion’s  lowest  wholesale  price  to  jobbers  is  31  cents  less  10- 
percent  rebate,  making  price  27.9  cents,  while  AC’s  lowest  price  to  largest  jobbers 
is  27.5  cents,  but  when  AC  plugs  are  sold  to  what  they  term  their  third-  and 
fourth-class  jobbers,  the  price  is  31  cents.  In  this  ca.se  a rebate  of  10  percent  is 
paid  to  the  AC  distributor,  which  brings  the  net  price  to  27.9  cents— leaving 
them  0.4  more  than  their  lowest  wholesale  price — meeting  Champion’s  exactly 
We  do  not  believe  these  prices  were  made  by  accident. 

There  are  about  600  large  jobbers — Champion  designates  them  “WD”  and 
AC  “D.”  These  are  the  largest  jobbers  in  the  country  and  are  divided’ about 
equally  Ijetween  the  two  companies,  all  having  exclusive  contracts. 

Exhibit  2:  Attached  you  will  find  nine  questionnaires  taken  by  an  advertising 
concern  in  December  1936,  in  Lansing,  Kalamazoo,  Grand  Rapids,  and  Detroit 
Auch.  These  jobbers  are  what  are  termed  “ WD”  accounts  with  Champion  and 
D accounts  with  AC.  Please  note  that  all  of  these  accounts  handle  Champion 
spark  plugs  exclusively. 


* This  report  is  not  reprinted. 
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Exhibit  3:  Attached  you  will  find  three  reports  from  O.  A.  Thomson,  represent- 
ing Defiance  Spark  Plug  Corp.  We  call  special  attention  to  the  one  dated  January 
4,  1937— subject:  Northwest  Motor  Parts,  Seattle,  Wash.  Tn  this  case,  Cham- 
pion finally  concedes  that  the  buyer  could  use  AC  with  Champion,  but  not 
Defiance,  and  even  threatened  to  withdraw'  their  32J4-cent  price. 

The  Champion  Spark  Plug  Co.  furnish  all  spark  plugs  for  original  factory 
equipment  to  the  following  manufacturers; 

Chrysler  Corp. 

Ford  and  Lincoln  Motor  companies. 

Auburn  Automobile  Co. 

Duesenberg,  Inc. 

Graham-Paige  Motors  Corp. 

Studebaker  Corp. 

Willys-Overland  Motors,  Inc. 

Hudson  Motor  Car  Co. 

Hupp  Motor  Car  Corp. 

These  plugs  are  supplied  in  egg  crate  shipping  cases,  at  a price  of  a few'  cents 
to  6 cents  each.  The  egg  crates  are  used  to  prevent  any  possibility  of  resale  to 
dealers. 

The  above  manufacturers,  supplied  exclusively  by  Champion,  produced  53.6 
percent  of  all  cars  manufactured  in  1936,  according  to  published  data. 

The  Ford  Motor  Co.  buys  plugs  from  Champion  for  resale  to  Ford  dealers  or 
agents  only,  at  a price  of  about  16  cents.  These  plugs  are  put  up  in  special  cartons 
marked  “Ford-Champion." 

The  Chrysler  Corp.  buys  plugs  from  Champion  for  resale  to  their  dealers  only, 
at  about  the  same  price,  but  they  are  packed  in  Champion  regular  cartons. 

The  other  manufacturers  mentioned  above  do  not  have  such  an  agreement. 

Champion  also  supplies  a portion  of  the  plugs  used  for  original  factory  equipment 
to  Packard  Motor  Co.  and  Pierce- Arrow  Motor  Co. 

F^xhibit  4:  Attached  you  will  find  two  letters  from  Defiance  Spark  Plug  Corp. 
relative  to  the  AVillys-Overland  Co.  and  the  Chrysler  Corp. 

The  Champion  Co.  have  exclusive  contracts  with  Standard  Oil  Co.  of  Ohio, 
Standard  Oil  Co.  of  New'  Jersey,  Shell  Oil  Go.,  Hickok  Oil  Co.  of  Toledo,  and 
many  others,  all  enjoying  the  “special  sales  service  compensation"  or  10  percent 
rebate,  on  condition  that  they  handle  Champion  spark  plugs  exclusively. 

F^xhibit  5:  ^ ou  will  find  attached  letter  from  Defiance  Spark  Plug  Corp. 
relative  to  Hickok  Oil  Co. 

The  undersigned  ask  that  a desist  order  be  made. 

Defiance  Spark  Plug  Corp. 


To:  Federal  Trade  Commission. 

Subject:  Complaint  against  AC  Spark  Plug  Co.,  Flint,  Mich.,  for  violation  of 
Clayton  and  Robinson-Patman  Acts. 

Attached  you  will  find  photostatic  copies^  of  parts  of  AC  contracts  for  1935. 
The  1936-37  contracts  are  reported  to  be  substantiallv  the  same. 

FJxhibit  1;  “Rider  agreement  A"— attached  to  this^  you  will  find  a complete 
schedule  of  prices  running  from  27^  to  36  cents. 

FiXhibit  2:  “Index  of  wholesale  contracts’* — shows  that  on  tvpe  contract  D and 
DA  there  is  no  rebate  but  on  JX  and  J the  10-percent  rebate  is  paid  to  D or  DA 
accounts. 

Attached  to  exhibit  2:  “How'  accounts  are  classified  and  w'hat  is  expected  of 
them” — D and  DA  accounts  must  sell  AC  spark  plugs  exclusively.  On  JX 
accounts  this  is  not  required. 

Exhibit  3:  “Rider  agreement  A" — it  will  be  noted  that  DA  accounts  pay 
29  cents  and  must  handle  AC  spark  plugs  exclusively — no  10-percent  rebate. 

Exhibit  4:  “JC  contract” — is  not  exclusive,  price  33  cents. 

Champion’s  lowest  price  to  WD  accounts  is  31  cents,  less  “special  sales  service 
compensation" — or  10-percent  rebate,  makes  the  net  price  27.9  cents. 

The  AC  price  to  the  same  class  of  accounts  is  27.5  cents,  but  plugs  sold  JC  and 
J accounts  at  31  cents  less  10-percent  rebate  (or  27.9  cents),  brings  the  AC  plug 
to  exactly  the  same  price  as  Champion. 

Exhibit  5;  “Jobbers  questionnaires" — taken  in  December  1936  by  an  advertis- 
ing agency  in  Lansing,  Kalamazoo,  Grand  Rapids,  and  Detroit,  Mich. — all  show 
exclusive  contracts  with  AC. 


* Not  printed. 
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suspicious  and  didn’t  want  to  give 
E.^ibit  6;  “Letter  dated  December  15  1936” from  O A ^ 

07U.  would  mean  the  withdrawal  bv  AC  of  fhm'r 

^ December  27,  regarding  Denver 

«nfd'fc7ut  plug  c.elSiUM?“ 

Ar^ffirnf«hr  "n  indicate  that  the  contracts  for  1936-37  were  now  used 

pu«?a“  iftire  S'ofcompantf*''''  “*'*  *P“* 

in  the  percent  of  all  the  spark  plugs  used 

the  largest  wMesaleS"'**  <l>'i<le<l,  each  having  about  300  of 

up^"oX^imTo“l^e  Ef7nort“'M P'“8*-  “'"“I  Ita'ing  failed 
factureii  hal^  approximately  3.5  percent  of  the  manu- 

seidjng  approximately  oeTp^rcent,  ha^^;'^h?balan^e-“^toT“^^^^^^^^^^ 

The  undersigned  ask  that  a desist  order  b.;  made.  percent. 

Defiance  Spark  Plug  Corp. 

STATE.MENT,  GeORGE  J.  BuRGER,  BuRGER  TiRE  CONSULTANT  SERVICE,  NeW 

York  City,  October  28,  1946 

(1)  the  alleged  monopolistic  PRACTICE.S  OF  THE  LARGE  TIRE  COMPANIES 

reach  the  ultimate  consumer  by  way  of  three  channeLs 
the  oiiginal  equipment  market  (tires  and  tubes  bought  and  used  by  the  auto  makers 

con^?mer^H^’  h"  .^^Pla^^^ment  market  (tires  and  tubes  boSght  by  the  ulSSS 
Lo  directly  foi  use  as  replacements  for  similar  items  that  thioueh  wear 

rennrt^^  Serviceable  life),  and  the  export  market.  In  this  sectio?i  of  our 
eport  to  your  committee,  the  section  in  which  we  will  outline  the  alleged  monon 

wfare7nt7ed°o‘„lv  'SScT”??’  " nP-  “'f  ">“J  »>o/7t7  =flc7,“e.? 
v\e  are  concerned  only  with  the  first  two  channels  and  not  with  the  third. 

1.  The  original  equipment  ynarkei 

manufactuiers  have  by  virtue  of  their  exclusive  contracts 
dire^ctW  fn  practically  100  percent  control  of  this  market.  Thev  supply 

directly  to  the  car  manufacturers  the  four  tires  and  tubes  used  on  the  auto’s 

S.e^r;  they  supply  the  fifth,  or  spare,  tire.  The  size  of  this  market  natn- 
st  V magnitude  of  new  car  production.  In  some  years  it  lias  run 

reinff  production,^ ill  Others  it  hL  bTen  S low  (as^ 

recenth  w'hen  the  auto  makers  were  deeply  entangled  in  manufacturing  difRenl' 
ties) . Investigation  will  disclose  that  theVrices  offfred  in  Sres  used  on  the 

t.he  automobile  manufacturers  by  the  tire  maEs  °s  such  as  to 
wiEEf  eompetition  on  the  part  of  other  tire  manufacturers  It 

be  found  that  the  prices  offered  on  the  spare,  or  fifth,  tire  are  substantially 
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higher  than  the  prices  offered  on  the  tires  used  on  the  auto*s  running  gear;  in- 
vestigation into  the  reasons  for  this  differential,  which  is  passed  on  to  the  consumer, 
will  be  interesting.  Note  is  made  of  the  fact  that  until  1929  independent  tire 
dealers,  and  through  them  all  tire  mnufacturers,  w'ere  able  to  compete  for  sales  of 
the  spare,  or  fifth,  tire  to  either  the  automobile  dealer  or  the  auto  purchaser. 
About  that  time  they  lost  this  field  of  endeavor  because  it  was  preempted  by 
the  four  major  tire  makers,  w'ho  then  commenced  selling  spare,  or  fifth,  tires 
directly  to  ihe  car  manufacturers. 

The  replacement  market 

The  four  major  tire  makers  are  striving  to,  and  are  presently  on  the  w'ay  to,  < 
gain  complete  control  of  this  market  by  means  of  the  following  devices; 

(a)  Sales  throxigh  company-owned  and  controlled  retail  outlets, — These  retail  out- 
lets, situated,  by  and  large,  in  this  Nation's  major  marketing  areas,  habitually 
(in  normal  times)  sell  tires  and  tubes  (especially  truck  and  bus  tires  and  tubes) 
to  the  ultimate  consumer  at  prices  usually  equal  to,  and  sometimes  even  below, 
their  owm  independent  dealers'  buying  prices,  and  certainly  equal  to  or  below 
buying  prices  available  to  dealers  representing  the  smaller  tire  makers.  This, 
of  course,  precludes  the  possibility  of  competition  on  the  part  of  independent 
dealers  and  effectiv^ely  removes  a definite  portion  of  the  tire  market  from  the 
scope  of  operation  of  the  small  rubber  companies.  Authoritativ^e  sources  have 
asserted,  time  and  time  again,  that  these  stores  are  not  required  to  make  a profit 
at  retail;  if  the  exigencies  of  the  competitive  situation  makes  it  difficult  for  them 
to  obtain  planned  volume  of  sales,  they  have  been  operated  at  loss  in  order  to 
sustain  and  advance  the  volume  of  business  done  by  their  parent  companies. 
These  stores  are  operated  by  three  of  the  four  major  tire  makers — the  Goodyear, 
Goodrich,  and  Firestone  companies.  The  fourth  major  tire  maker  asserts  that 
it  is  not  interested  in  operating  such  outlets.  However,  investigation  might 
disclose  that  this  firm  has  engaged  in  interesting  manipulations  in  regard  to 
owmed  outlets  held  by  its  predecessor. 

(5)  Sales  0}  private-brand  tires  to  chain-store  mass-distributor  outlets, — The 
United  States  Rubber  Co.  is  known  as  the  largest  supplier  of  private-brand  tires 
in  the  entire  tire  field.  Investigation  of  its  relationship  with  these  outlets  may 
w^ell  disclose  that  the  prices  offered  these  outlets  by  the  tire  maker  are  substan- 
tially lower  than  the  prices  offered  to  its  own  independent  dealers.  This,  natu- 
rallj%  discriminates  against  their  own  dealers.  It  places  a check  on  the  dealers 
representing  small  tire  makers  and  through  them  curtails  the  activities  of  the 
smaller  tire  makers. 

(c)  Sales  to  major  petroleum  companies, — The  four  major  tire  makers  have 
entered  into  exclusiye  relationships  with  the  major  petroleum  companies  to 
supply  the  tire  requirements  of  the  latter  for  replacement  sales  through  their 
owned  and  leased  filling-station  outlets.  This,  of  course,  removes  these  outlets 
from  the  scope  of  activity  of  the  independent  tire  dealer.  By  this  means  the 
tires-through-filling-station  market  to  a great  degree  is  removed  from  the  scope 
of  activity  of  the  smaller  tire  maker.  It  is  needless  to  point  out  that  these 
exclusive  relationships  are  based  on  prices  extremely  low  that  are  not  made 
available  to  other  large  tire  purchasers  of  these  same  companies'  products.  Since 
the  termination  of  the  w^ar,  some  of  these  four  tire  makers  have  entered  into 
contracts  with  leading  petroleum  companies  for  the  manufacture  of  private-brand 
tires;  the  common  expression  in  the  industry  for  such  contracts  is:  “How^  is  this 
possible  unde*r  the  Robinson-Patman  law’?” 

(d)  Manufacturer  direct  sales, — The  four  major  tire  makers  (and  to  a much 

smaller  degree,  the  smaller  tire  makers)  sell  tires  and  tubes  directlv  to  the  ultimate 
consumer.  Such  sales  are  usually  made  at  prices  low^er  than  their  best  dealer 
buying  prices.  It  is  also  interesting  to  note,  in  cases  w’here  dealer  delivery  to 
direct  sales  accounts  is  necessary,  said  dealer  is  accorded  a 5-percent  commission 
by  the  manufacturer  involved;  if  the  dealer  is  required  to  apply  these  tires  he  is 
accorded  a IC-percent  commission.  In  some  cases  (i.  e.,  sales  to  bus  companies) 
tires  are  sold  direct  on  a mileage  and  rental  basis;  these  sales  are  on  special 
terms  made  available  only  to  these  concerns.  By  this  device  the  major  tire 
makers  are  capturing  greater  and  greater  shares  of  this  market  and  are  denving 
it  to  independents  and  the  smaller  tire  mailers.  It  is  interesting  to  note  that 
the  major  tire  makers'  drive  on  this  approach  is  becoming  more  and  more  intense 
and  comprehensive  as  the  years  go  by.  MPR  414,  issued  by  the  OPA  on  June 
26,  1943,  stated  that  there  were  1,000  mileage  and  rental  accounts  at  the  time; 
this  number  has  since  grown  tremendously  and  is  continuing  to  grow.  By  these 
u l^he  four  major  manufacturers  are  daily  gaining  a more  complete  strangle- 

hold over  the  tire-replacement  market  and,  accordingly,  are  making  less  and  less 
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favorable  the  status  of  the  independent  tire  dealers  and  the  smaller  tire  makers 
who,  to  a very  great  degree,  depend  on  independent  tire  dealers  for  distribution 
- j f products.  It  IS  rather  interesting  to  note  that  the  higher  buving  prices 
paid  for  tires  ftud  tubes  by  independent  retailers  representing  the  major  companies 
niight  be  considered  as  subsidies  paid  these  companies  which  permit  them  to 
further  undercut  their  dealers. 

(2)  HISTORY  OF  YOUR  EFFORTS  TO  OBTAIN  HELP  FROM  FTC  IN  STOPPING  THESE 
PRACTICES TIME  INVOLVED  IN  OBTAINING  ACTION  FROM  FTC 

I was  engaged  as  secretary  and  general  manager  of  the  National  Tire  Dealers 
Association  during  the  summer  of  1935  (in  November  1935  the  name  of  this 
OTganization  was  changed  to  the  National  Association  of  Independent  Tire 
Dealers  Inc.).  Immediately  after  my  employment  by  this  group  I was  in 
structed  to  visit  in  W ashington,  D.  C.,  with  a view  toward  contacting,  and  ex- 
plaining dealer  problems  to  the  various  Federal  agencies,  including  the  Federal 
t rade  Commission,  charged  with  enforcing  the  many  antitrust  and  antiprice 

^he  statute  books.  Ihis  I did.  Inspection  of  the  records 
ot  the  T ic  will  disclose  that  I have  remained  in  close  contact  with  that  agency 
keeping  it  fully  informed  of  inequitable  conditions  in  the  retail  tire  field,  and  that 
1 haAe  made  many  personal  visits  with  personnel  of  the  agency  from  that  time 

1936,  while  NAITD  offici's  were  located  at  143  W^est 
Tifty-third  Street,  New  \ork  City,  we  were  visited  bv  a member  of  the  FTC 
staff,  who  reviewed  our  dealer  complaint  files  on  industrv  malpractices  believed 
"1  representative  again  visitedour  offices,  then  located 

at  250  West  Fifty-seventh  Street,  New  York  City,  and  spent  about  two  full 
months  (June  28  to  September  3,  1937)  making  records  of  the  dealer  complaints 
in  our  files  alleging  violation  of  Federal  law  by  certain  tire  manufacturers-  at 
Die  s^e  time  he  made  an  exhaustive  study  of  the  ojierations  of  the  United  Stkes 
1 ire  Dealers  Mutual  Co.,  which  was  formed  by  the  United  States  Rubber  Products 
L o.  stortly  after  the  enactment  of  the  Robin.son-Patman  law.  On  April  25,  1939 
the  FTC  issued  a cease-and-desist  order,  charging  violation  of  the  terms  of  the 
Kobinson-Patman  Act  by  the  United  States  Rubbe  r Co.  and  the  United  States 
Mutual  Co.  This  far-reaching  order  is  the  result  of  the  only  positive 
h 1C  action  m the  tire  field  (on  these  matters)  from  1936  to  the  present  On 
January  1,  1941,  I was  discharged  from  the  employ  of  the  NAITD;  my  constant 
contact  with  the  F1C  and  others  in  the  Nation^s  Capital  was,  in  great  measure 
the  cause  of  my  forced  withdrawal  from  NAITD.  On  February  1,  1941,  I es- 
tablished my  own  tire  consultant  service  in  the  interests  of  independent  tire 
dealers  throughout  the  United  States.  During  the  spring  and  summer  of  1941  I 
maintained  more  than  usually  close  contact  with  the  FTC.  During  that  ])eriod 
I submitted  to  them  exhaustive  studies  (based  on  Nation-wide  research)  of 
conditions  in  the  retail  tire  field.  (These  studies  are  as  follows:  Brief  charging 
violation  of  the  Antitrust  Act  and  the  Robinson- Pat  man  law  by  the  B.  F Good- 
nch  Co.,  Goodyear  Tire  & Rubber  Co.,  Firestone  Tire  & Rubber  Co.,  Akron 
Ohio,  and  United  States  Rubber  Co.,  New  \ork,  N.  Y. ; the  companv-owned 
stores  owned  and  operated  by  Goodyear,  Goodrich,  and  Firestone  Rubber  Cos.  et 
al;  major  tire  manufacturer-major  oil  companv  ties  in  tire  distribution  and  their 
sffect  on  the  independent  tire  dealer  and  small  tire  manufacturer;  the  practice  of 
selling  direct  to  certain  large  national  and  local  consumers  at  prices  equivalent 
to,  or  lower  than,  the  lowest  dealer  buying  cost,  as  carried  on  by  the  major  tire 
manufacturers  * * * its  effect  on  both  the  independent  dealer  and  the 

smaller  tire  manufacturer.  Copies  of  these  studies  will  be  furnished  to  vour 
committee  on  request).  In  these  studies  we  conclusively  proved  that  the  rnajor 
rubber  companies  were  continuing  flagrant  violation  of'  the  antitrust  and  anti- 
price discrimination  law  and  that  they  w'ere  evading  the  precedents  established 
the  FTC  cease-and-desist  order  issued  against  the  United  States  Rubber  Co. 
During  1942,  1943,  and  1944  we  continued  our  urging  that  the  FTC  act  positivelv 
to  eradicate  the  malpractices  of  the  retail  tire  field.  On  March  16,  1944,  we 
iirected  to  R.  E.  Freer,  Chairman  of  the  Federal  Trade  Commission,  a letter 
questioning  him  regarding  the  action  taken  by  the  Commission  on  dealers’  com- 
Dlaints.  (See  attached  copy  of  this  letter,  and  of  reply  thereto,  both  marked 
Exhibit  A.”)  On  October  11,  1946,  we  directed  to  W.  A.  Ayres,  Chairman  of 
;he  Federal  Trade  Commission,  a telegram  in  which  we  again  requested  informa- 
Ton  on  the  agency’s  action  in  the  retail  tire  field.  (See  attached  copv  of  this 
:elegram,  and  of  reply  thereto,  both  marked  “Exhibit  B.”)  Despite  the  wealth 
)f  evidence  which  we  presented  this  agency  over  a period  of  10  years,  and  despite 
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the  action  the  Commis.sion  has  taken  w'ith  a view  toward  enforcing  the  laws  at 
its  coniniand,  we  have  yet  to  notice  any  concrete  improvement  insofar  as  obedience 
to  laws  of  the  land  is  concerned  in  the  practices  of  the  retail  tire  field, 

[Exhibits] 

By  George  J.  Burger,  publisher  of  the  National  Independent 

REPRODUCTION  OF  AN  “INFORMATION”  INQUIRY  MAILED  TO  THE  CHAIRMA.V  OF 

THE  FEDERAL  TRADE  COMMISSION  BY  GEORGE  J.  BURGER,  WASHINGTON  REPRE- 
SENTATIVE OF  INDEPENDENT  FACTORS  OF  THE  TIRE  I.NDUSTRY  AND  DIRECTOR 

OF  BURGER  TIRE  CONSULTANT  SERVICE 

March  16,  1944. 

To  Mr.  Robert  E.  Freer, 

Chair7nan,  Federal  Trade  Commission^ 

Washington,  D.  C. 

Dear  Chairman  Freer:  When  Mr.  William  T.  Kelley,  chief  counsel  of  the 
Federal  Trade  Commission,  appeared  before  the  Committee  on  Banking  and 
Currency  of  the  United  States  Senate  on  last  March  7,  he  definitely  opposed  the 
rubber-tires  bill.  At  that  time  the  chief  counsel  of  the  Federal  Trade  Commis- 
sion declared: 

“It  is  my  judgment  that  it  is  not  in  the  best  interests  of  the  tire  industry  or 
of  our  country  that  this  bill  become  a law',” 

This  extraordinary  action  proved  to  be  a distinct  shock  to  the  independent 
tire  dealers  and  tire  rebuilders  of  America,  since  these  small  businessmen  have 
been  fighting  desperately  for  enactment  of  this  recommended  legislation  for 
more  than  2 years.  The  fact  is,  tire  independents  are  at  a loss  to  understand 
this  unusual  development  and  are  seeking  information. 

Acting,  as  we  are,  as  Washington  representative  of  independent  factors  of  the 
tire  industry,  it  is  our  duty  to  find  out — if  w'e  can — why  FTC's  chief  counsel 
made  this  move  at  this  late  date.  America's  tire  independents  cannot  reason 
why  Mr.  Kelley  registered  his  “personal”  opposition  to  the  rubber-tires  bill  at  a 
moment  w'hen  they  had  good  reason  to  believe  the  Senate  Committee  on  Banking 
and  Currency  was  about  ready  to  report  this  recommended  legislation  out  to  the 
Senate  of  the  United  States  for  a vote. 

As  matters  stand,  America's  tire  independents  are  unable  to  figure  out  w'hat 
is  the  present  attitude  of  the  Federal  Trade  Commission  concerning  this  pro- 
posed rubber-tires  bill.  For  that  reason  we  are  writing  to  you,  hoping  that  our 
letter  w'ill  receive  your  personal  attention  and  early  consideration. 

It  is  true  that  Air.  Kelley  was  most  emphatic  in  declaring  that  w hat  he  said 
was  nothing  more  than  his  “personal”  judgment.  At  the  same  time,  it  is  true 
that  Air.  Kelley  appeared  before  the  Committee  on  Banking  and  Currency  of  the 
United  States  Senate  as  the  chief  counsel  of  the  Federal  Trade  Commission. 
Under  the  circumstances,  America's  tire  independents  can  see  some  possibility 
that  Air.  Kelley's  judgment  of  the  rubber-tires  bill  might  not  be  the  same  as  the 
judgment  held  by  the  Federal  Trade  Commission. 

The  rubber-tires  bill  is  recommended  legislation  sponsored  by  the  Senate  and 
by  the  House  Committees  on  Small  Business.  Both  of  these  congressional  small- 
business  committees  are  keenly  aware  of  the  steady  march  of  business  concentra- 
tion n the  tire  industry.  Both  committees  are  conscious  of  the  important  fact 
that  tire-marketing  opportunities  are  manipulated  l)y  certain  tire  manufacturers 
for  their  own  benefit,  at  the  expense  of  independents. 

On  many  occasions  America's  tire  independents  have  declared  to  the  Senate 
and  to  the  House  Committees  on  Small  Business  that  continued  tire-industry 
business  concentration  is  wiping  out  the  independent  tire  dealers  of  the  Nation. 
There  is  ample  evidence  in  the  official  records  to  prove  this.  And,  on  account  of 
this,  free  enterprise  in  the  tire  industry  is  disappearing  from  the  American  scene 
at  a fast  pace.  Unless  prompt  action  is  taken  to  turn  the  tide,  the  remaining 
independent  factors  of  one  of  the  countr3’'s  foremost  industries  will  be  destroyed 
forever.  The  Federal  Trade  Commission  has  a part  in  this  picture. 

America's  tire  independents  alw  ays  assumed  that  the  Federal  Trade  Commis- 
sion had  full  knowledge  of  the  public  hearings,  surveys,  and  investigations  of  the 
problems  of  the  tire  industry  conducted  by  the  Senate  Committee  on  Small 
Business  (Senator  James  E.  Alurray,  chairman)  and  by  the  House  Committee  on 
Small  Business  (Representative  Wright  Patman,  chairman).  Now',  independent 
tire  dealers  are  wondering  if  they  were  wrong  in  the  assumption.  They  are  won- 
dering becau.se  FTC's  chief  counsel  (Air.  Kelley)  told  the  Committee  on  Banking 
and  Currenev  of  the  United  States  Senate: 
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inZ?" pSfc?s  “ «>'«l>rehe„slve,  critical  examination  of 

Of  "ith  all  situations,  all  questions,  all  facts  in  the  case 

\ against  certain  tire  makers,  it  might  seem  that  Mr 

^ thought  on  a new  angle,  opening  up  a new  line  of  an- 
vear«^fl<rn^A^^’  pourse,  does  not  check  with  established  facts.  More  than^2 

independents  urged  the  Senate  and  the  House  Com- 
nnttees  on  Small  Business  to  make  an  exhaustive  study  of  tire-marketine  condi 

! iro  H « innal  committees  did  so,  much  to  their  credit  Independent 
their^credit,  a^welL^"  ^ committees  in  their  studies  and  investigations,  irnicli  t^ 

of  these  cooperative  actions  “a  comprehensive,  critical  examination 

of  (tire)  industry  practices  and  methods”  was  made  and  has  been  entereSo  t he 

To'iml  Committees  o“  ImaHEvSne^^^^ 

To  put  this  another  way,  the  very  thing  that  Mr.  Kellev  told  the  Senate  Com 
mittee  on  Banking  and  Currency  that  “dealers  should  demand”  already  hL  been 
accomplished  and  therefore  is  established  fact.  ‘ ‘ 

In  view  of  all  the  circumstances,  America’s  tire  independents  consider  Mr 

the  rubber-tires  bill  a most  unusua?  procedure.  Up  untii 

tlie  time  CTC  s cnief  counsel  made  this  surprise  move,  it  had  been  the  under 
standing  of  independent  tire  dealers  that  it  was  the  function  of  the  Federal  Trade 
Commission  to  enforce  established  laws,  rather  than  to  appear  beforH  llwmaES 
body  and  to  debate  the  merits  of  proposed  legislation,  previSv  endoS^^^^^^^ 
recommended  by  duly  autliorized  committees  of  the  Senate  and  of  the  House 
of  Representatiyes  of  the  United  States  of  America. 

“•’.I'^cprint”  of  proposed  action  to  America’s  tire  inde- 
pendents, Mr.  Kelley  has  injected  an  element  of  profound  mystery  into  the  bitter 
struggle  independent  tire  dealers  and  rebuilders  Lre  waging-^agafnsrtremendou^^ 
odds-fqr  maintenance  of  free  enterprise  in  the  tire  industTy.  tremendous 

Back  m 1936  the  Federal  Trade  Commission’s  division  of  fair-trade-nractice 
rule.s  held  a meeting  at  the  Stevens  Hotel,  Chicago.  The  object  was  to  find— if 
possible— ways  and  means  of  settling  the  then-existing  differences  betweeii  tire 
manufacturers  and  m dealers.  This  was  a voluntary  meeting,  at  which 

and  manufacturers  were  invited.  The  writer 
^ arrangement  and  conduct  of  this  meeting  RecorS 

HHIp  gave  you  a full  measure  of  support.  But  you  got 

little  or  nothing  from  the  manufacturers.  Although  rules  and  regulatioL  were 
drawn  up  and  adopted,  in  line  with  the  Robinson-Patman  Act,  noth  i^g  inucl^^de! 
veloped  from  all  this  of  particular  benefit  to  dealers  ^ 

surnSeTtn  nowh?  meeting)  that  vou  were 

t l e^nUii  L d • Cooperation  on  the  part  of  tire  manufacturers.  On 

evrats  They  n?i  wereii’t  surprised  over  that  turn  of 

pents.  They  weren  t surprised  then;  they  aren’t  surprised  now.  America’s  tire 

ndependents  know  that  certain  tire  makers  never  intend  to  .settle  anything  with 

"hen  the  Robinson-Patman  Act  became  the  law  of  the  land,  in  1936,  the  inde- 

HiM  at  that breathe  a sigh  of  relief.  But  not  for  long.  Yet,  it  is  true 
mat  at  that  time  certain  tire  manufacturers  operating  company  stores  did  have  a 
very  definite  impression  that  enactment  of  the  Robinson-Patman  Act  would  force 

them  to  close,  sell,  or  otherwise  dispose  ot  their  retail  outlets.  Many  tire-companv 
store  managers  were  certain  of  this.  ‘ company 

several  years,  on  numerous  occa.sions,  the  writer  presented  to 
Commis^on  substantial  evidence  pointing  to  evasions  and 

Imve  enterSi  vl^th  f'tp  f independent  dealers,  likewise, 

ia\e  entered  \Mth  FTC  from  time  to  time  serious  complaints  against  certain  tire 

manufacturers.  While  it  is  true  that  FTC  did  Uslie  certain  cease-and-desSt 

orders,  such  orders  were  issued  only  after  damage  had  been  done.  In  the  h^ter- 

Pr.^'^ahing  unfair-trade,  tire-industrv  practices 
^^nnu  from  bad  to  worse,  without  stoppage. 

f hoped-for  and  expected  relief  from  oppression  has  not 

oeen  forthcoming.  There  s little  argument  about  it.  The  record  tells  the  story 

pitman^Art"'^^^^^  there^h^s  been  no  rigid  enforcement  of  the  Robinsoii- 

H the  independent  factors  of  the  tire  industry  will 

o find  justice  ^ America  s tire  independents  are  determined  to  seek  and 
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OflHcial  records  show  that  the  Senate  Committee  on  Small  Business  made  an 
extensive  survey  and  national  study  of  tire-industry  problems  back  in  1941. 
Having  assisted  the  committee  in  this  work,  the  writer  knows  how  well  it  func- 
tioned and  how  much  it  accomplished.  Enough  evidence  was  gathered  to  prove 
beyond  any  doubt  that  tire  independents  are  doomed,  without  proper  protection 
from  the  Federal  Government.  Senate  Small  Business  Print  No.  3,  issued  as  a 
result  of  this  investigation,  tells  an  amazing  story  of  the  march  of  business  con- 
centration in  the  tire  industry. 

Tire-industry  problems  have  been  aired  on  numerous  occasions  by  the  Senate 
and  by  the  House  Committees  on  Small  Business.  To  illustrate:  In  January 
1942  public  hearings  were  held  by  the  House  committee.  In  March  1942  public 
hearings  were  held  by  the  Senate  committee.  In  May  1942  the  Senate  com- 
mittee held  a conference  with  tire  manufacturers  and  independent  dealers.  That 
particular  conference  was  an  attempt  to  work  out  some  solution  of  existing  differ- 
ences without  the  use  of  legislation.  It  was  a total  failure. 

Finally,  in  June  1942,  the  rubber-tires  bill  was  introduced  in  both  the  Senate 
and  the  House.  Again  further  public  hearings  were  held.  Then,  in  November 
1942,  the  Senate  Committee  on  Banking  and  Currency  reported  this  bill  out 
favorably  and  it  went  to  the  Senate  of  the  United  States  for  a vote.  That  was 
just  about  the  time  the  Seventy-seventh  Congress  was  winding  up  its  business. 

Throughout  1943  the  Senate  and  the  House  Committees  on  Small  Business 
kept  faith  with  the  independent  factors  of  the  tire  industry.  Early  in  the  Seventy- 
eighth  Congress  the  rubber-tires  bill  was  reintroduced  in  both  the  Senate  and  the 
House.  Again  further  hearings  were  held.  In  November  of  last  year  under- 
cover opposition  to  this  remedial  legislation  suddenly  came  to  life. 

The  thunderous  opposition  to  the  rubber-tires  bill  of  last  November  advanced 
by  prominent  oil  companies  and  major  tire  makers  and  corporate-chain  estab- 
lishments was  so  farfetched  that  Senator  James  E.  Murray,  chairman  of  the 
Senate  Committee  on  Small  Business,  characterized  it  as  a ‘^desperate  campaign 
of  deceit  and  misrepresentation.”  Senator  James  M.  Mead,  a member  of  the 
Senate  Small  Business  Committee,  felt  the  same  way  about  the  stand  of  the 
opposition  and  said  so  without  mincing  words.  Senator  Mead  told  the  Senate 
Banking  and  Currency  Committee  that  “our  offices  have  been  flooded  with 
information  absolutely  false  and  contrary  to  the  facts  in  practically  every  detail.” 
The  Senator  remarked  further  that  “such  propaganda  should  be  studied.” 

To  cap  the  climax,  the  chief  counsel  of  the  Federal  Trade  Commission  has 
appeared  before  the  Senate  Committee  on  Banking  and  Currency  and  declared 
his  judgment  against  the  rubber-tires  bill.  In  opposing  this  remedial  legislation, 
Mr.  Kelley  has  proposed  some  other  things.  tVliat  Mr.  Kelley  proposed,  in 
reality,  is  nothing  more  than  delay,  delay,  delay.  America's  tire  independents 
are  aware  that  if  the  delay  can  be  made  “long  enough”  there  will  be  no  need  for 
the  rubber-tires  bill.  At  the  rate  things  are  moving  along,  sooner  or  later 
there  will  be  no  tire  independents  left  for  the  Federal  Government  to  protect. 

The  final  fate  of  the  rubber-tires  bill  will  determine  the  life  or  the  death  of 
Axnerica's  tire  independents.  At  the  same  time  it  will  have  extensive  influence 
upon  the  postwar  fate  of  all  independents  of  all  the  automotive  industries.  When 
you  stop  to  think  of  it,  the  rubber-tires  bill  adds  up  to  more  than  that.  It  is  a 
weather  vane  telling  all  independents  of  all  industries  which  way  the  wind  is 
blowing.  What  happens  to  the  rubber-tires  bill  will  determine  the  fate  of  hun- 
dreds of  thousands  of  independents  in  many  industries. 

In  view  of  all  this,  official  Washington  has  an  eye  on  developments.  And  small 
businessmen  all  over  the  Nation  are  keeping  close  tab.s  on  the  score.  To  them 
this  proposed  remedial  legislation  shines  forth  as  a bright  light  midst  the  darkness 
of  the  night. 

There  are  many  “situations”  involving  tire-industry  unfair-trade  practices 
which  have  been  reported  to  the  Federal  Trade  Commission  through  the  years. 
Some  are  of  considerably  long  standing.  And,  somehow  or  other,  the  present 
status  of  a number  of  important  complaints  in  the  hands  of  FTC  is  unknown  to 
the  independent  tire  dealers. 

Desiring  to  obtain  latest  information  on  some  of  these  complaints,  we  have  pre- 
pared a statement  explaining  seven  outstanding  “situations”  involving  tire- 
industry  unfair-trade  practices  previously  reported  to  the  Federal  Trade  Com- 
mission by  tire  independents.  This  statement  of  “situations”  also  includes  a set 
of  “questions”  on  the  mentioned  “situations”  which,  as  yet,  have  not  been  an- 
swered. In  view  of  the  recent  turn  of  events,  it  is  imperative  that  America's  tire 
independents  have  latest  information  on  these  particular  “situations.” 
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\ our  cooperation  in  furnishing  such  information  will  be  much  appreciated 
J his  coniinunication  is  going  forward  to  you  via  registered  mail,  special  delivery' 

('ommifTo  if*  Senator  James  E.  Murray,  chairman  of  the  Senate 

S H on  Small  Rusiness,  and  to  Representative  Wright  Patman  chairman 
of  the  House  Committee  on  Small  Business,  for  their  information. 

At  the  same  time  a,nother  copy  of  this  communication  is  going  forward  to  the 
hf of  National  Independent.  This  is  a journal  issued  every  month  in  the 
interests  of  the  independent  tire  dealers  and  rebuilders  of  America  Under 
separate  coyer  we  are  sending  to  you  copies  of  the  January  and  February  1944 
i-ssiies  of  this  magazine,  for  your  information. 

As  publisher  of  the  National  Independent  I am  in.striicting  its  editor  to  renro- 

Iuce  thi.s  communication  to  you— in  the  ne.xt  issue— for  the  benefit  of  our  readers 

iiid  for  the  good  of  the  cause  for  which  the  independents  of  the  tire  industrv  are 
ighting— against  tremendous  odds.  ^ m uk  i,rv  are 

i to  make  a reply  to  this  communication  for  publication  in  the 

National  Independent,  please  be  good  enough  to  let  me  know.  The  nrivileire  is 

ipen  to  you  and  I shall  be  glad  to  arrange  accordingly  on  receipt  of  word  from  von 
in  the  meantime — 


America’s  tire  independents  are  an.xiouslv  awaiting  vour  answer 
Very  truly  yours, 


George  J.  Burger. 


n’TUXE  OF  certain  situations''  reported  to  the  federal  tr\de  com- 
mission CONCERNIN(J  SERIOUS  UNFAIR  TRADE  PRACTICES  EXISTIN’!;  IN  THE 

TIRE  INDUSTRY  (ALSO  SOME  ‘^QUESTIONS"  CONCERNING  THESE  ^'SITU  VTlONs" 

NOT  YET  ANSWERED)  ^ i UAh 

Situation.  The  I'nit^l  States  Rubber  Co.  sells  tires  to  Montgomery  Ward, 
-\estern  yito  Supply  Co.,  and  Atlas  Sujiply  Co.  at  prices  lower  than  this  tire 
iiaker  .sells  tires  of  eipial  quality  to  its  independent  dealers.  Yet,  U S Rubber 
iiferred  in  ibs  tire-bill  testimony  (1942-43)  that  independent  United  States 
dealers  were  in  a position  to  compete  with  corporate-chain  and  major-oil-com- 
].any  operations  as  practiced  by  Montgomery  Ward- Western  Auto- Atlas  Supply. 

Question.  What  has  the  Federal  Trade  Commission  done  to  investigate  the 
imfair-trade-practice  claims  made  against  V.  S.  Rubber  bv  independent  tire 
« ealers  who  are  on  record  with  statements  that  prices  corporate  chains  and  major 

< il  companies  pay  to  I . S.  Rubber  are  much  lower  t han  they  (independent  tire 

< ealers)  are  compelled  to  pay  U.  S.  for  tires  of  ecpial  quality?’ 

Situation.  The  Federal  Trade  Commi.ssion  started  an  investigation  of  the 

< iiantity  discounts  I S Rutfiier  grants  Montgomery  Ward,  Western  Auto  Supply 

< o.,  and  .Mias  Supply  Co.  The  object  of  this  FTC  action  was  to  find  out  if  tRis 

< uantity-di.scount  practice  of  U.  S.  Rubber  was  strictly  legal  and  within  limita- 
tions of  the  laiv  embodied  m the  Robin.son-Patman  Act. 

Question.  Did  the  federal  Trade  Commission  conclude  its  iiu'estigation  into 
t !ie  quantity  discounts  V.  S.  Rubber  grants  to  Montgomery  Ward- Western  Auto- 
i.tlas  Supply,  and  if  so,  what  were  its  findings? 

Situation.  Certain  tire  makers  have  been  (and  are  today)  granting  to  maior 
cil  companies  (unearned)  commissions  (rebates)  in  return  for  volume  sales  ar- 
r ved  at  by  a pyramiding  process.  The  oil-company  volume  generally  is 
acquired  by  lumping  the  unit  .sales  of  tens,  or  hundreds,  or  thousands  of  oil- 
c mipany  owned  (or  leased  or  controlled)  service  stations  (including  operations 
c,  independent  dealers).  Oil-company  contracts  made  with  independent  service- 
s ation  operators  force  the  independents  to  buy  and  sell  specific  brands  of  tires 
S3  designated  by  such  oil  companies. 

Question.  Is  the  Federal  Trade  Commission  aware  that  major  tire  makers  are 
g anting  (unearned)  commissions  (rebates)  to  major  oil  companies  on  the  premise 
t lat  such  commissions”  constitute  ‘•fulfillment”  of  a proper  legal  contract  in 
\ ew  or  fact  that  these  mutually  managed  and  projected  reciprocal-trade  arraiige- 
n ents  include  and  involve  independent  purchases  and  independent  .sales  made  bv 
II  dependent  service  station  operators? 

Situation.  Testimony  submitted  by  independent  tire  dealers — rebuilders  at 
y irious  benate  committee  hearings  on  the  rubber-tires  bill  indicated  beyond  ques- 
ti:m  of  reasonable  doubt  that  retail  stores  of  major  tire  makers  (Goodyear 
(-  oodrich.  Firestone)  are  granted  special  benefits  bv  their  manufacturer-owners 
w Inch  are  not  always  made  available  to  independent  dealers. 

Question.  Has  the  Federal  Trade  Commission  made  any  inve.stigation  to  find 
o It  whether  or  not  retail-store  establishments  of  major  tire  makers  are  receiving 
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special  benefits,  not  granted  to  independent  tire  dealers,  in  violation  of  the  Robin- 
son-Patman  .Act? 

Situation.  Control  of  manufacturuig  and  retailing  to  an  extent  involving 
monopoly  (and  exclusion  of  free  competition)  is  illegaf  under  existing  laws  of  the 
I'nited  States.  (The  Sherman  .Act  and  the  Robiiuson-Patman  .Act.) 

Question.  In  view  of  the  testimony  submitted  by  indeiiendent  tire  dealers  at 
various  Senate  committee  hearings  on  the  rubber-tires  bill  does  (or  does  not)  the 
Federal  Trade  Commission  favor  divorcement  of  ownership  in  the  two  fields  of 
producing  and  retailing  in  the  tire  industry;  and,  likewise,  similar  divorcement 
of  ownership  in  the  two  fields  of  producing  and  retailing  in  the  petroleum 
industry? 

Situation.  Shortly  after  enactment  of  the  Robinson-Pat  man  .Act  (in  1936) 
Goodyear  canceled  its  contract  with  Sears,  Roebuck,  even  though  it  had  five 
additional  years  to  run.  .A  few  months  later  Goodrich  canceled  its  .Atlas  Supply 
contract  (a  subsidiary  of  Standard  Oil  of  New  Jersey).  Both  Goodyear  and  Good- 
rich stated  as  reasons  for  these  cancellations  that  they  could  not  justify  their  con- 
tract prices  under  limitations  of  Robinson-Patman  .Act.  Shortly  after  Goodyear 
and  Goodrich  canceled  their  mass-distributor  contracts  (1936).  U.  S.  Rubber 
formed  a selling  company  (U.  S.Tire  Dealers  Mutual).  .At  the  same  time  U.  S. 
Rubber  took  over  the  Goodrich  portion  of  the  .Atlas  Supply  Go.  contract.  It  was 
the  understanding  of  independent  tire  dealers,  at  that  time,  that  the  U.  S.  Rubber 
action  was  to  place  them  (independent  dealers)  in  a position  to  comjilete  with  mass 
distributors.  But,  things  haven’t  worked  out  that  way. 

Question.  In  this  instance,  was  (or  was  not)  the  action  of  U.  S.  Rubber  a con- 
tributmg  factor  in  the  total  disregard  by  major  tire  makers  of  the  Robinson- 
Patman  .Act?  \\'hat  is  the  view  of  the  Federal  Trade  Commission? 

Situation.  In  1941  charges  were  filed  with  the  Federal  Trade  Commi.ssion  con- 
tending existence  of  monopoly  in  the  tire  industry  and  violation  of  existing  laws 
of  the  United  States. 

Question.  What  action  was  taken  by  the  Federal  Trade  Commission  to  investi- 
gate the  1941  monopoly  charges  made  against  the  major  tire  makers  by  the  inde- 
pendent tire  dealers? 

Feder.\l  Tr.\de  C0.M.MISS10X, 

Washwglon,  April  11,  1944. 

Mr.  George  J.  Burger, 

2o0  lUcst  Fifty-seventh  Street,  N’ew  York  19,  A’.  Y. 

Dear  Sir:  Further  reference  is  made  to  your  letter  of  March  16,  1944,  relative 
to  the  rubber-tire  industry  and  with  particular  regard  to  tlie  rubber-tires  bill. 
In  addition  to  your  discu.ssion  of  these  matteis,  you  have  outlined  certain  “.situ- 
ations” concerning  which  you  have  asked  specific  questions. 

A'ou  aiipreciate,  I am  sure,  that  it  would  not  be  a proper  function  of  this  Com- 
mission to  advocate  or  oppose  pending  legislation  except  through  the  appropriate 
congressional  committee.  .As  a general  rule,  this  is  accomplished  either  by  a 
recommendation  to  the  Congress  made  after  a thorough  investigation  or  by  report 
or  personal  appearance  in  respon.se  to  a request  from  the  Congress.  The  appear- 
ance of  our  chief  counsel,  Mr.  William  T.  Kelly,  before  the  Senate  Committee 
on  Banking  and  Currency  was  responsive  to  such  a request  made  to  him. 

It  has  been  somewhat  difficult,  in  all  in.stances,  to  identify  specific  cases  from 
the  information  furnished  in  the  list  of  .so-called  situations  submitted  with 
your  letter.  Several  of  the.se,  however,  relate  to  the  sales  policies  of  United 
States  Rubier  Co.,  particularly  in  its  dealings  with  mass  distributors.  This 
was  the  subject  of  a thorough  investigation  by  the  Commission  which  resulted 
in  the  issuance  of  a formal  complaint  and  an*  order  to  cease  and  desist.  The 
complaint,  findings,  and  order  are  enclosed  herewith. 

The  Federal  Trade  Commission  investigations  into  the  selling  jiractioes  of 
other  major  tire  manufacturers  including  the  matter  of  company-owned  stores, 
have  been  discontinued  because  of  the  changed  conditions  in  the  industry  brought 
about  by  the  war  and  by  governmental  regulations  issued  in  furtherance  thereof. 

We  are  unable  to  identify,  specifically,  the  la.st  situation  listed  by  you  unless 
it  relates  to  the  general  jiricing  practices  of  the  major  tire  comimnies  referred  to 
in  the  preceding  paragraph.  It  may  be  stated  generally,  however,  that  the 
Department  of  Justice  conducted  an  investigation  in  this  industry  along  the  lines 
of  price  fixing  and  monopolistic  practices.  The  Federal  Trade  Commission,  in 
order  to  avoid  duplication  of  exixmse  and  effort,  cooperated  with  the  Department 
of  Justice  in  this  matter. 

Please  be  assured  of  our  efforts  to  eradicate  from  all  industries,  including  the 
rubber-tire  industry,  all  unfair  methods  of  competition,  unfair  and  deceptive  acts 
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and  practices,  and  unlawful  price  discrimination,  in  order  that  the  public  interest 
may  be  fully  protected. 

Bj'  direction  of  the  Commission. 

Very  truly  yours, 

R.  E.  Freer,  Chairman. 


[Telegram] 


Commissioner  W.  A.  Ayres, 
Chairman^  Federal  Trade 


Washington,  D.  C.,  October  11, 

Commission, 

Washington,  D.  C. 


1946. 


In  June  1937,  at  which  time  I was  secretary  and  general  manager.  National 
Association  of  Independent  Tire  Dealers,  Inc.,  the  Commission  sent  a representa- 
tive to  my  office  to  examine  my  files  as  to  various  alleged  violations  of  Robinson- 
Patman  Act  and  other  unfair  practices  which  had  been  reported  to  me  by  associa- 
tion members  and  which  I in  turn  had  reported  to  the  Commission.  Examination 
of  representative  continued  for  nearly  3 months  and,  we  believe,  he  then  returned 
to  Washington  to  make  report.  These  alleged  violations  bv  certain  interests  in 
rubber-tire  industry  involved  such  things  as  direct  selling,  company-owned 
store  operations,  spare-tire  franchises,  rubber-oil  company  ties,  etc.,  arid  U.  S. 
Tire  Dealers  Mutual  Co.  All  these  alleged  violations  of  Government  laws  were 
destructive  of  life  of  independent  interests  in  th(>  rubber-tire  industry.  It  is 
true  that  about  a year  afterward  the  Commission  issued  a cease-and-desist  order 
against  the  U.  S.  Rubber  Co.  yet,  as  members  of  Commission  mu.st  be  aware 
this  service  in  behalf  of  independents  was  far  from  adequate  as  to  beneficial’ 
residts  obtained;  nor  was  it  fully  in  keeping  with  the;  express  provisions  and  spirit 
of  the  Robinson-Patman  law  in  all  particulars.  To  this  time,  some  9 years  later 
no  word  of  any  action,  other  than  the  cease-and-desist  order  against  U.  S.  Co.  has 
been  forthcoming  from  the  Commission.  Again,  on  IMay  15,  1941,  we  filed  official 
briefs  with  the  Commission  showing  identical  violations,  and  again  no  official 
notice  of  any  action  taken  by  the  Commission  has  been  forthcoming.  The 
rubber-tire  industry  will  shortly,  we  believe,  arrive  at  what  may  be  called  its 
peacetime  status,  and  unless  the  Commission  acts  immediately  it  is  safe  to  predict 
that  net  results  will  be  increased  monopolization  in  our  industry  with  green  light 
to  all  and  sundry  in  many  businesses  to  disregard  the  Robihson-Patman  Act. 
Meantime,  the  future  business  life  of  the  independent  segment  in  the  rubber-tire 
industry  will  have  been  destroyed.  You  will  realize  that  what  is  involved  here 
is  most  serious.  May  we  therefore  urge  immediate  and  adequate  attention  by 
the  Commission.  May  we  expect  to  hear  from  you  promptly.  We  are  turning 
over  copy  of  this  message  to  the  congressional  small  business  committees  for  their 
attention. 


George  J.  Burger, 

Burger  Tire  Consultant  Service,  National  Independent, 

250  TPesf  Fifty-seventh  Street,  New  York,  N.  Y. 


Federal  Trade  Commission, 
Washington,  I).  C.,  October  21,  1946. 

Mr.  George  J.  Burger, 

Burger  Tire  Consultant  Service, 

250  West  Fifty-seventh  Street,  New  York,  A''.  Y. 

Dear  Mr.  Burger;  Further  reference  is  made  to  your  telegram  of  October  11 
1946,  relative  to  conditions  in  the  rubber-tire  industry.  It  is  noted  that  you 
referred  to  this  Commission’s  action  against  U.  S.  Rubber  Co.  and  stated  that  no 
word  of  any  other  action  had  been  forthcoming  from  the  Commission. 

Our  records  indicate  that  in  a letter  to  you  dated  April  11,  1944,  Chairman 
Freer  of  this  CommLssion  explained  that  our  investigations  in  the  tire  industry 
[lad  been  discontinued  because  of  changed  conditions  brought  about  by  the  war 
and  by  governmental  regulations  issued  in  furtherance  thereof.  It  was  also 
sxplained  in  that  letter  that  the  Department  of  Justice  had  conducted  an  investi- 
gation in  the  industry  and  that  the  Commission,  in  order  to  avoid  duplication  of 
2xpense  and  effort,  cooperated  with  the  Department  of  Justice. 

The  investigation  of  the  Department  of  Justice  is  proceeding  at  this  time. 
The  subpenas  served  in  connection  therewith  indicate  that  a very  broad  coverage 
:s  being  made  of  the  matter  and  that  the  records  already  subpenaed  by  the 
Department  of  Justice  include  those  which  would  be  essential  to  any  investigation 
that  the  Commission  might  make.  It  would  be  contrary  to  the  fixed  policy  of 
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the  Commission  to  undertake  an  investigation  which  would  duplicate  the  work 
being  done  by  the  Department  of  Justice. 

By  direction  of  the  Commission. 

Very  truly  vours, 

W.  A.  Ayres,  Chairman. 

4.  Nature  of  FTC  action  and  results 

When,  in  1936,  the  Robinson-Patman  .Act  became  law  the  entire  tire  industrv 
heaved  a sigh  of  relief.  Independent  dealers  everywhere  thought  they  could,  at 
long  last,  see  the  end  to  the  vicious  discriminative  price  practices  that  had  for 
long  been  the  bane  of  their  collective  existence.  The  rubber  manufacturers 
apparently  recognized  this  too.  Shortly  after  passage  of  this  law,  the  Goodyear 
Co.  canceled  its  contract  with  the  Sears-Roebuck  Co.,  admitting  that  they  could 
not  justify  the  prices  they  were  giving  the  mass  distributor,  and  at  the  same 
time  continue  operating  through  independent  dealers.  A month  later  Goodrich 
Co.  canceled  its  contract  for  the  manufacture  of  private-brand  tires  for  the  Atlas 
Supply  Co.  (subsidiary  of  the  Standard  Oil  Co.  of  New  Jer.sev)  for  similar  reasons. 
Tire-manufacturer-owned  store  managers  freely  admitted  that  their  outlets 
“would  have  to  close  becau.se  no  rubber  company  could  under  the  terms  of  the 
Robinson-Patman  law  justify  the  practices  involved  in  store  operation  and  at  the 
same  time  distribute  products  through  independent  dealers.”  Fortune  magazine 
reported,  in  an  article  on  the  rubber  industry,  that  the  United  States  Rubber  Co 
had  decided  to  discontinue  sales  through  independent  dealers  in  order  to  clear 
the  way  for  concentration  on  supplying  its  special  brand  mass  distributor  and 
chain  accounts  (at  the  time  this  article  appeared,  during  the  fall  of  1936,  I was  at 
the  Hotel  Sherman  in  Chicago;  I immediately  got  in  touch  with  U.  S.  Rubber  Co. 
officials  in  both  Chicago  and  New  York  who  emphatically  denied  the  truth  of 
the  Fortune  report). 

Upon  my  return  to  New  York,  I was  called  bv  the  late  Joseiih  Walsh  an 
independent  U.  S.  tire  dealer  in  Jacksonville,  Fla.,  to  meet  with  him  and  L D 
Tompkins,  vice  president  of  the  U.  S.  Rubber  Products  Co.  .Mr.  Walsh  informed 
me  that  the  U.  S.  Rubber  Products  Co.,  in  the  form  of  Mr.  Tomjikins,  desired  to 
di.scuss  with  me  a “revolutionary”  sales  plan  for  the  distribution  of  tires  and 
tubes.  This  plan,  I soon  learned,  was  intended  to  put  all  U.  S.  independent 
dealers  in  a jiosition  to  meet  all  types  of  competition,  from  mass  di-stributors  and 
chains  and  oil-company  outlets  (supiilied  by  the  U.  S.  Co.  and  others)  and  other 
forms  of  distribution,  by  permitting  them  to  buy  their  tires  through  the  U.  S. 
Tire  Dealers  Alutual  Co.  which  in  turn  bought  its  Ure  and  tube  requirements  froni 
the  parent  U.  S.  Rubber  Products  Co.  at  “the  same  percentage  over  manufactur- 
ing cost  as  will  other  large  volume  accounts”  (.see  attached  “A  Plan  for  Merchan- 
dising Tires.”  United  States  Rubber  Products,  Inc.,  December  1,  1936,  marked 
“Exhibit  A”).  I’or  further  clarification  of  this  matter  let  me  add  the  following 
notes:  Under  this  iilan  the  manufacturing  arm  of  U.  S.,  the  U.  S.  Rubber  Prod- 
ucts, was  to  supply  directly  the  requirements  of  its  chain,  oil-company,  and  mass- 
distributor  accounts,  and  tlic  Alutual  C'o.  was  to  supjjly  its  indcpoiident-dcaler 
accounts^.  Needless  to  point  out  is  the  fact  that  this  plan  resulted  in  permitting 
the  U.  S.  Rubber  Products  to  hold  on  to  its  mass-distributor,  chain,  and  oil- 
company  accounts  and  at  the  same  time  continue  to  serve  the  public  through 
independent  dealers  (at  the  same  time  the  Robinson-Patman  Act  became  law 
both  the  Goodrich  and  the  L,  S.  Rubber  Cos.  were  supplying  the  Atlas  Supply 
Co.;  when  1 month  later  the  Goodrich  Co,  canceled  its  contract  with  Atlas,  the 
U.  S.  Co.  took  over  the  entire  Atlas  business).  ' 


[Exhibit] 

r.  S.  RUBBER  PRODUCTS.  INC.,  DATED  DECEMBER  1.  1936 


LTxited  States 

To  the  U,  jS.  Tire  Sales  Organization: 


Rubber  Products,  Inc., 

New  Yorky  December  i,  1936, 


A new  plan  for  merchandising  tires 

In  order  to  meet  changing  conditions  in  business  and  also  in  order  that  it  may 
more  clearly  conform  to  new  legal  requirements  the  United  States  Rubber  Co. 

has  adopted  a plan  which  will  be  effective  for  the  vear  1937  in  respect  to  its  dis- 
tribution of  tires. 

The  plan  should  afford  the  U,  S.  dealer  an  opportunity  for  improving  his  busi- 
ness capacity  and  at  the  same  time  assist  in  the  stabilization  of  the  price  structure. 
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The  plan  is  outlined  briefly  in  this  letter  in  f>aragraphs  1 to  8,  inclusive  The 
details  are  incorporated  m an  agreement  which  will  be  executed  between  the 
friK  V Products  Inc.  (the  manufacturer)  and  a new  company  (the  dis- 

tributor) as  soon  as  the  formalities  in  connection  with  organization  will  permit 

of  tireXTh^f  with  U.  S.  brands 

Of  tire.s  b\  the  L.  fe.  Tire  Dealers  Mutual  Co.  instead  of  U.  S.  Rubber  Products 
Inc.,  as  at  present. 

2 The  Mutual  Co.  will  obtain  its  tires  from  the  manufacturer  (U.  S.  Rubber 
Products,  Inc.)  and  will  have  the  same  purchasing  advantages  as  any  other  volume 
purchaser  in  the  replacement  field,  that  is  to  .sav,  the  Mutual  Co  wS  buv  Rs 
tires  at  the  same  percentage  over  manufacturing  cost  as  will  other  large-volume 
accounts.  There  \vill  be  no  allowance  for  volume  in  the  manufacturing  cost. 

9S  Products  Co.  the  operation  of  the 

28  company-owned  stores  and  other  contracts  ndated  to  U.  S.  brands  of  tires  in 

the  replacement  field  together  with  all  required  facilities,  inventories  and  ac- 
counts  at  their  cost.  The  Prodiicts  Co.  will  continue  to  finance  the  cost  of  dis- 

r- < ^^harge  interest 

at  legal  rate.^  C ertified  public  accountants  will  audit  the  books  and  accounts  of 

the  -Mutual  Co.  and  wil  certify  as  to  the  accuracy  of  the  annual  statement. 

. Mutual  Co.  will  perform  all  of  the  usual  functions  of  a .sales  organization. 

; ch  as  selling  shipping,  warehousing,  sales  promotion,  advertising,  etc.,  and  will 
u.se  and  take  full  advantage  of  the  U.  S.  system  of  distribution  including  its 
personnel,  composed  of  rnen  of  merchandising  experience  with  knowledge  of  the 
problems  of  local  retail  selling  as  well  as  national  distribution. 

5.  the  Mutual  Co.  will  distribute  its  tires  through  the  U.  S.  dealers  at  orices 

and  discounts  therefrom,  as  at  present.  * 

b.  Ihe  Mutual  Co.  will  select  dealers  from  different  jiarts  of  the  country  to 
serve  as  advisory  council  for  advice  on  matters  pertaining  to  the  distribution  of 

7.  The  -Mutual  Co  for  the  first  time  in  dealer  history,  establishes  a formula  for 
a further  payment,  if  earned,  under  conditions  stated  below. 

r.f that  at  the  end  of  the  year  it  is  found  that  the  cooperative  efforts 
of  the  dealers  and  the  Mutual  Co.  have  reduced  expenses  of  the  Mutual  Co  to  a 
point  where  a fund  or  surplu.s  remains,  then  that  fund,  after  setting  up  sound 
bu^ness  reserx  es,  will  be  distributed  on  a mutual  basis  among  the  dealers. 

Conditions  unfavorable  to  the  accumulation  of  the  fund  such  as  unfair  and  un- 
sound competitive  prartices  usually  resulting  in  price  wars  which  are  bevond  the 

"oi'W  advensely  affect  such  possible  further  payments. 

8.  Ihe  Mutual  Co.  may  continue  the  plan  for  further  periods  with  the  under- 
standing that  there  may  be  modifications  required  bv  changes  in  the  laws  or  for 
mutual  advantage. 

Approaching  a new  year  of  great  promise  we  believe  that  bv  the  introduction  of 
this  new  tire-merchandising  jilan  the  United  States  Rubber' Co.  and  the  United 
States  tire  dealers  may  continue  together  to  go  forward  with  a renewed  confidence 
and  with  a new  satisfaction. 

United  States  Rubbek  Products,  Lvc. 

L.  D.  Tompkins, 

Vice  President^  Tire  Division, 

(NoTE^From  this  point  on  I will  concentrate  on  this  U.  S.  Tire  Dealers 
Mutua  Co.  operation,  and  on  my  efforts  to  get  the  Federal  Trade  ('ommlssion 

opinion,  and  in  the  opinion  of  many  others  familiar 
vith  the  Robin.son-I  atman  law,  the  activitie.s  of  this  firm  fiom  this  time  on  became 
the  barometer  of  the  success  of  that  law  in  the  rubber  tire  distribution  field  and 

dealer  r^atiOT  " Jdnts  on  how  to  proceed  in  their  independent 

Between  late  October  and  late  November  of  le.qfi  ] had  manv  conferences  with 
Mr.  Tompkins  and  F.  B.  Davis,  Jr.  (chairman  of  the  Board  of  the  U.  S.  Rubber 
Uroducts,  Inc.).  During  the  course  of  the.se  meetings  Mr.  Tompkins  clearly 
stated  that  the  -Mutual  Co.  would  buy  its  tire  and  tube  requirements  (for  dis- 

♦ .Hi  at  the  .same  prices  that  were  being  ex- 

tended b>  the  L . b.  Rubber  Products,  Inc.,  to  the  ma.ss  liisf ributor,  chain,  and  oil 
company  accounts.  In  my  conversations  with  these  gentlemen  I iiarticularlv 
stresscfl  the  X ital  nece.ssity  for  the  Mutual  Co.  to  exercise  extreme  care  in  the 
selection  of  independents  to  sit  on  the  dealer  advisory  board;  I told  them  that 
the.se  de.alers  had  to  be  given  a definite  voice  in  the ‘direction  of  affairs  in  the 
Mutual  ( o.,  that  they  had  to  be  permitted  to  pass  judgment  on  expenses,  sales 
and  executive,  propo.sed  bv  the  Mutual  Co.  In  short,  I advised  them  that  if 
they  expected  this  Mutral  jilan  to  c|ualifv  under  the  Robinson-Patman  law  they 
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would  have  to  make  it  a mutual  company  in  fact  as  well  as  in  form.  I warned 
them  that  if  such  was  not  done  I could  see  the  po.ssibility  of  the  Mutual  C'o.’s 
becoming  so  “loaded”  with  executive  and  .sales  expenses' that  by  the  time  the 
tire  and  tube.s  reached  independent  dealers  they  would  cost  far  niore  than  items 
sold  by  the  U.  S.  Rubber  Products,  Inc.,  to  the  mass  distributor,  chain,  and  oil 
company  account.s,  and  so  the  whole  affair  xvould  nullify  it.self. 

Late  in  November  1936,  I was  asked  by  -Mr.  Tompkins  to  see  Howard  Hawkes. 
sales  manager  of  the  U.  S.  Tire  Dealer  Mutual  Co.,  and  give  him  a “pep  talk”  on 
the  possibilities  of  the  Mutual  plan.  This  I did.  Several  days  later,  on  Decem- 
ber 1,  to  be  exact,  I,  at  the  direction  of  the  late  Thomas  J.  Lane,  Goodyear  dealer 
and  then  president  of  the  National  -Association  of  Independent  Tire  Dealers  (my 
employer),  wrote  a letter  to  Mr.  Tompkins  informing  him  of  the  great  po.ssibilities 
all  independent  dealers  saw  in  the  plan.  Here  I would  like  to  mention  the  fact 
that  Mr.  Lane  was  one  of  the  outstanding  Goodyear  independent  tire  dealers 
in  this  country  (copy  of  letter  attached,  marked  “Exhibit  B”). 

On  December  22,  1936,  Mr.  Lane  called  the  N-AITD  New  York  office  and  told 
me  that  he  had  lost  the  business  of  one  of  his  long-time  account.s,  the  Garden 
States  Motor  Lines  of  Passaic,  N.  J.,  to  the  U.  S.  Rubber  Products  Co.,  Inc.,  on 
a direct  sales  basis.  This  was  done  despite  the  fact  that  on  December  1 Mr. 
Lane  had  caused  me  to  write  to  Mr.  Tompkins  and  state,  in  part,  “-Another  very 
important  item  is  that  the  entire  selling  force  now  will  be  working  for  the 
dealers  * * which  statement  was  never  questioned  by  Mr.  Tompkins. 

Now,  U.  8.  had  no  dealer  in  the  Pas.saic  area  at  the  time,  and  so  could  not  ])lead 
that  they  were  “cooperating”  with  one  of  their  independent  outlets.  This 
incident  caused  me  to  become  somewhat  suspicious  of  the  sincerity  of  the  Mutual 
plan.  It  also  caused  me  to  wonder  if  the  real  reason  for  the  iffan  might  not  be 
a desire  to  hola  on  to  the  Products  company’s  mass  distributor,  chain,  and  oil- 
company  accounts  and  at  the  same  time  stay  within  the  Robinson-Patman  I-aw 
with  independent  dealer  representation. 

[Letter  to  L.  D.  Tompkins,  December  1,  1936] 

December  1,  1936. 

Mr.  L.  D.  Tompkins, 

1 ice  President,  U.  S.  Rubber  Products, 

New  York  City. 

Dear  Mr.  Tompkins;  Reviewing  the  new  plan  which  your  company  will  put 
in  effect  January  1,  I believe  it  will  be  history-making  not  alone  in  the  tire  industry 
but  also  effective  in  all  other  industries. 

The  plan  as  outlined  places  the  smallest  account  on  ecpial  footing  with  the  larg- 
est. From  that  point  on  efficiency  will  count.  For  years  tire  dealers  have 
rightfully  spoken  of  the  injustices  thsii  they  faced  in  competition  and  through  no 
fault  of  their  own.  The  mutual  plan  that  is  being  offered  to  the  U.  S.  dealers  will 
be  the  answer  to  their  plea,  I feel  most  certain. 

That  part  of  the  plan  where  an  advisory  committee  of  the  dealers  will  be  ap- 
pointed to  confer  with  the  company  on  sales  plans  and  policies  is  a most  construc- 
tive move,  and  I feel  certain  it  will  prove  very  beneficial  in  every  way,  and  will 
tend  to  make  the  plan  100  percent  successful.'  The  Mutual  Co.  should  be  most 
interested  in  having  dealers  on  the  advisory  committee  who  are  militant,  sincere, 
conscientious.  If  this  is  done  ,you  may  be  certain  of  success. 

Another  very  important  item  is  that'the  entire  selling  force  now  will  be  working 
for  the  dealers,  and  the  selling  force  will  have  the  help  of  the  dealer  members,  which 
will  add  to  greater  success  of  the  plan.  The  sales  force  of  the  Mutual  Co.  cer- 
tainly now  have  a wonderful  plan  to  sell.  Good  will  will  be  built  into  the  industry 
for  the  first  time  in  many  years,  and  that  is  what  has  been  needed. 

If  the  Mutual  Co.’s  plans  are  carried  out  to  the  letter,  the  proper  selection  made 
as  to  the  accounts,  those  dealers  can  sell  merchandise  at  a profit,  a year  hence  the 
manufacturer,  the  .Mutual  Co.,  and  the  dealer  will  have  at  last  realized  that 
'‘the  Three  Musketeers  spirit  can  be  written  in  the  tire  industry  as  well  as  in 
fiction.”  ♦ 

It  seems  to  me  that  the  action  of  the  tire  dealers  assembled  in  St.  Louis,  Octo- 
ber 19-22,  1936,  all  real  “Minute  Men,”  has  been  answered  bv  the  new  plan 
offered. 

Respectfully  yours, 

National  Association  of  Independent  Tire  Dealers,  Inc. 

George  J.  Burger,  Secretary  arid  General  Manager, 

By  direction  of  the  president,  T.  J.  Lane. 
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On  December  11,  1936,  I visited  the  late  Charles  H.  March,  then  chairman  of 
the  Federal  Trade  Commission,  in  connection  with  this  Mutual  Co.  plan.  In 
remarks  made  to  the  NAITD  board  of  directors  after  this  meeting  I stated: 

“The  Commission  is  very  much  interested  in  the  (U.  S.  Tire  Dealers  Mutual 
Co.)  plan,  particularly  to  see  if  there  is  any  evasion  of  the  law.  * * * xhe 

Commission  will  be  most  anxious  to  see  what  part  the  dealer  members  have  in 
shaping  policies,  overhead,  etc.,  and  how  the  dealers  on  the  advisory  committee 
will  be  selected.  * * * The  Commission  has  a well-versed  official  of  practices 

in  the  tire  industry  watching  developments  on  the  plan  because  many  other 
industries  have  been  coming  to  the  Commission  as  to  an  opinion  on  the  plan,  so 
they  might  consider  it  for  their  own  business.  * * =i=  Q^g  Commission 

remarked,  ‘U.  S.  may  have  bit  off  more  than  they  would  want  to  chew%  when  they 
would  be  expected  to  deliver  all  that  would  be' expected  bv  dealer  members,  s'o 
that  it  would  be  a real  mutual  compaTiy.  * * *’  The'  Chairman  remarked 

there  will  be  no  evasion  of  the  law,  of  that  the  dealers  may  be  certain,  and  don’t 
let  them  or  anyone  else  try  to  get  around  the  law.  One'  of  the  officials  in  the 
Commission  stated  ‘You  dealers  have  a most  wonderful  chance  to  bargain  with 
other  manufacturers,  if  the  plan  is  on  the  level  100  percent,  to  make  them  do  the 
same.’  * * 

In  connection  with  this,  may  I mention  the  fact  that  shortly  after  the  announce- 
ment of  the  Mutual  plan  several  Goodyear  dealers  were  informed  by  their  supplier 
that  “Goodyear  would  meet  anything  U.  S.  did  for  its  dealers,”  arid  that  in  early 
1937  the  Fisk  Rubber  Co.  (then  independent)  was  contemplating  mutualizing  it's 
operations. 

(I  mention  the.se  matters  only  to  stress  the  fact  that  independent  dealers,  the 
Federal  Trade  Commission,  and  the  tire  manufacturers  all  expected  the  Robinson- 
Patman  law  to  accomplish  the  abolition  of  the  price  preferences  that  had  to  1936 
made  possible  the  vicious  and  unethical  competitix  e conditions  which  existed  in, 
and  constantly  plagued,  the  retail  tire  field.  I mention  these  matters  also  to’ 
illustrate  the  fact  that  dealers,  the  Federal  Trade  Commission,  and  the  U.  S. 
Rubber  Prodticts,  Inc.,  had  the  same  understanding,  especially  in  the  matter  of 
the  U.  S.  Mutual  plan.) 

Here  attention  is  called  to  paragraph  3 of  the  I'.S.  Rubber  Products,  Inc., 
release  of  December  1,  1936  (exhibit  A),  which  states  “Certified  public  accountant 
will  audit  the  books  and  accounts  of  the  Mutual  Co.  and  will  certify  as  to  the 
accuracy  of  the  annual  statement.”  I have  repeatedly  asked,  since  1936,  mem- 
bers of  the  U.  S.  Tire  Dealer  Mutual  Co.  tire  dealers  advisory  committee  if  at 
any  of  the  advisory  committee  meetings,  when  officers  of  the  Mutual  Co.  were 
present,  they  requested  a copy  of  the  “annual  statement. ” Many  told  me  that 
they  did,  but  that  such  a statement  was  never  produced,  that  they  were  always 
informed  that  the  Mutual  Co.  was  furnishing  such  a statement  to  the  Federal 
Trade  Commission  every  year  and  that  “that  was  enough.”  I have  repeatedly 
asked  th^se  dealers  if  they  were  allowed  any  voic;;  in  setting  the  amounts  paid 
by  the  Mutual  Co.  as  dividends  to  dealers.  Their  answers  were  always  an 
emphatic  “no.”  As  a matter  of  fact,  many  of  the.se  dealers  have,  from  time  to 
time,  advised  me  that  going  tf  advisory  committee  meetings  was  r.ially  just  a 
waste  of  time,  that  they  were  there  merely  as  figureheads. 

In  connection  with  this  may  I mention  the  following  matter:  In  line  with  my 
convictions  that  there  was,  under  circumstances  obtaining  at  the  time,  fair 
possibility  that  the  Mutual  Co.  expenses  might  be  “loaded”  (becau.se  dealers 
were  not  allowed  any  controlling  interest  in  the  firm)  I called  the  NAITD  board 
of  directors  attention  to  the  following  report,  which  appeared  in  various  financial 
papers  of  Mav  9,  1938,  on  salaries  paid  to  officials  of  the  U.  S.  Tire  Dealers  Mutual 
Co.: 


Officer 

1937 

1936 

F.  B.  Davis,  Jr_ 

$323.  240 
178. 960 
135.  240 

$227. 260 
121,400 
87,  260 

William  De  Kraft 

L.  D.  Tompkins 

My  contention  was  that  the  increase  in  compensation  paid  to  these  officials 
had  a material  bearing  on  year-end  dividends  paid  to  independent  United  States 
dealers  out  of  the  operations  of  the  Mutual  Co.,  that  they  had  a material  bearing 
on  the  prices  paid  by  United  States  independents  for  their  tires  and  tubes,  and 
that  they  were  being  paid  by  a supposedly  mutual  o]>eration  in  which  the  members 
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had  no  voice.  My  further  conviction  was  that  members  of  the  dealer  advisory 
committee  could  be  cited  as  being  derelict  in  duty  to  all  United  States  independent 
dealers  by  not  checking  on  these  matters.  Yet  my  release  to  the  NAITD  board 
did  not  mention  any  of  this — it  just  carried  the  salary  figures. 

As  a result  of  this  I received  sharp  letters  from  NAITD  directors  who  were 
at  the  same  time  United  States  dealers  and  members  of  the  advisory  committee. 
One  of  these  dealers  wrote,  on  May  16,  1938,  “Someone  has  figured  out  that  if  the 
salary  paid  one  of  the  executives  of  a large  corporation  were  split  up  amongst  the 
employees  of  this  corporation  each  employee  would  receive  an  additional  wage  of 
4)4  cents  per  day  * * *.  To  whom  this  applied,  I do  not  know^ — but  I was 

very  much  surprised  a few  days  ago  when  I received  from  your  office  the  carbon  copy 
showing  the  salaries  paid  to  executives  of  the  United  States  Rubber  Co.  Of  couree 
I know  you  have  your  own  ideas  about  these  things,  but  the  thing  so  impres.sed 
me  that  I cannot  refrain  from  writing  my  opinion  of  this  tvpe  of  propaganda.” 
Another  wrote,  under  date  of  May  23,  1938,  “I  just  returned  to  my  office  after  a 
little  vacation  through  the  Central  Southern  States  and  I have  been  trying  to 
figure  out  why  the  salary  information  on  United  States  Rubber  officials  came  to 
me  from  your  office.  What’s  the  significance?  Are  the  officers  of  the  National 
Association  of  Independent  Tire  Dealers  trying  to  create  dissension  amongst  tire 
dealers  representing  the  only  tire  company  that  is  openly  assisting  the  association? 
Personally,  I don’t  care  what  .salary  the  officials  of  any  large  institution  receive. 
Our  Federal  Government  is  taking  care  of  that  and  very  nicely  in  its  tax  structure.’’ 

On  May  23,  1938,  L.  D.  Tompkins  asked  me  to  visit  him  in  his  office.  His 
]nirj)ose,  it  developed,  was  to  determine  just  why  I had  released  the  salary  informa- 
tion to  the  NAITD  board.  I explained  my  reasons  (as  have  been  outlined 
previously).  He  told  me  plainly  that  such  information  was  no  busine.ss  of  ad- 
visory committee  members,  that  information  regarding  Mutual  Co.  operating 
expenses  was  none  of  their  business  either.  This  in  regard  to  the  advisory  com- 
mittee of  a Mutual  company. 

It  is  significant  to  note  that  competent  authorities  in  the  business  world  (not 
members  of  the  tire  industry)  were  skeptical  of  the  entire  U.  S.  Tire  Dealers 
Mutual  Co.  plan.  One  wrote  to  me,  on  January  21,  1938,  “I  dare  say  everybody 
is  agreed  that  the  company  was  formed  to  protect  the  contract  with  Montgomery 
Ward  and  Atlas,  and  to  keep  them  on  the  right  side  of  the  Robinson-Patman  Act. 
Federal  Trade  Commission  is  having  a look  at  the  Mutual,  nevertheless,  to  see  if 
there  is  any  Robinson-Patman  violation,  and  what  they  will  find  out  I don’t 
know.”  This  party  xvas  also  interested  in  knowing  what  benefits  dealers  were 
deriving  through  the  plan.  He  asked  how  big  the  year-end  dividends  were,  if 
dealers  were  really  paying  any  less  for  their  tires,  and  if  the  members  of  the 
advisory  council  were  being  given  any  voice  in  directing  affairs  of  the  company. 

All  during  this  time  I remained  in  contact  with  the  members  of  the  Federal 
Trade  Commission,  giving  them  data  as  I received  it  from  dealers  in  the  field. 
The  Commission’s  files  will  disclose  a mass  of  evidence  pointing  to  the  fact  that 
United  States  independent  dealers  were  unable  to  compete  in  sales  of  tires  and 
tubes  with  the  large  buyers  of  private-brand  tires  supplied  bv  the  U.  S.  Rubber 
Products,  Inc. 

All  of  this  led,  on  April  25,  1939,  to  acceptance  of  a Federal  Trade  Commission 
cease-and-desist  order  (Docket  No.  3685)  by  the  United  States  Rubber  Co.  and  the 
U.  S.  Tire  Dealers  Corp.  Among  other  things  the  order  found  the  firm  guilty  of 
selling  “special  brand  tires”  to  its  large  buyers  “at  prices  different  and  lower  than 
the  prices  charged  and  allowed  by  it  to  other  purchasers  of  its  tires  of  like  grade 
and  quality  bearing  its  own  brands.”  The  order  also  charged  the  firm  with 
selling  tires  through  stores  owned  and  operated  by  them  to  certain  users  and  con- 
sumers “at  prices  different  and  lower  than  the  prices  charged  other  retail  purchasers 
for  tires  of  the  same  grade  and  quality,  thereby  discriminating  in  price  between 
.such  purcha.sers.”  Thus  it  is  evident  that  the  company  had  been  acting  in 
violation  of  the  Robinson-Patman  law.  Shortly  after  this  order  was  issued  and 
accepted,  I began  to  receive  the  usual  complaints  from  the  field  that  preferential 
prices  were  still  being  granted  by  the  U.  S.  Co.  As  time  passed  we  found  that 
United  States  dealers  were  no  more  able  to  compete  with  the  large  buyers  of 
U.  S.  Rubber  Products  Inc.  special  brand  tires  and  tubes  than  they  had  been  before 
the  order  was  issued.  These  facts  we  called  to  the  Federal  Trade  Commission’s 
attention. 

We  continued  to  supply  the  Federal  Trade  Commission  with  evidence  of 
apparent  U.  S.  noncompliance  with  the  terms  of  the  cease-and-desist  order.  At 
the  same  time  we  often  mentioned  to  the  Commission  that  an  FTC  investigation 
of  U.  S.  compliance  with  the  order  seemed  the  thing  to  do. 
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On  January  1,  1941,  I was,  largely  because  of  my  “over  militant  attitude’'  and 
my  “constant  running  to  Washington  for  Government  aid  against  the  tire  manu- 
facturers,” discharged  from  the  employ  of  the  NAITD.  One  month  later  I es- 
tablished my  own  tire  consultant  service  (in  which  I have  remained  to  present). 

Shortly  after  starting  in  business  for  myself  I again  visited  Washington  and 
met  with  officials  of  the  Federal  Trade  Commission.  I informed  members  of 
that  agency  that,  so  far  as  I had  been  able  to  determine,  the  U.  S.  Company  had 
not  been  obeying,  and  was  continuing  not  to  obey,  the  terms  of  either  the  Robin- 
son-Patman  law  or  the  “cease  and  desist”  order  of  April  25,  1939.  Noting  that 
the  Commission  is  charged  with  responsibility  for  checking  on  compliance  with  the 
antitrust  and  antiprice  discrimination  laws,  and  for  the  degree  of  obedience  to 
“cease  and  desist”  orders  issued  by  the  agency,  I requested  that  the  Commission 
inquire  further  into  the  U.  S.  Co.'s  operations. 

Early  in  1941  I caused  to  be  made  a limited  survey  of  U.  S.  independent  dealers 
throughout  the  Nation  on  the  matter  of  dividends  paid  them  on  their  1940  pur- 
chases of  tires  and  tubes  from  the  U.  S.  Tire  Dealer  Corp.  (the  U.  S.  Tire  Dealers 
Mutual  Corp.  became  the  U.  S.  Tire  Dealers  Corp.  sometime  during  1938-39). 
As  a result  of  this  survey  the  following  communication  was  sent  to  the  Federal 
Trade  Commission: 

May  5,  1941. 

Re  U.  S.  Rubber  Co.,  Docket  No.  3685. 

Mr.  James  A.  Horton, 

Chief  Examiner^  Federal  Trade  Commission, 

WashingloHy  D,  C. 

Dear  Mr.  Horton:  Certain  dealers  have  brought  to  my  attention  recently^ 
whether  a dividend  was  paid  to  the  dealers  on  their  1940  purchases  by  the  U.  S. 
Tire  Dealer  Corp. 

There  seems  to  be  a question  of  doubt  as  to  this  dividend.  A few  said  “Yes" 
and  many  said  “No.” 

In  view  of  this,  I have  checked  with  certain  leading  U.  S.  Tire  dealers.  One  in 
New  York  states  that  they  were  guaranteed  a dividend  of  at  least  percent.  It 
was  termed  a “loyalty  dividend”  and  this  was  paid  prior  to  December  31,  1940. 
It  only  applied  to  those  dealers  who  purchased  in  excess  of  $100,000  worth  of 
tires. 

In  view  of  this,  I immediately  polled  certain  leading  U.  S.  dealers  throughout 
this  Nation.  A report  reaches  me  from  California,  dated  May  3,  1941: 

“During  1940,  the  U.  S.  Tire  Dealers  Corp.,  which  was  later  changed  to  the 
U.  S.  Rubber  Co.,  advised  us  that  we  would  receive  a 254-percent  guaranteed 
mutual  dividend  and  would  only  receive  further  dividend  for  the  year  for  the 
mutual  operations  provided  the  regular  dealers’  mutual  dividend  as  given -to  the 
dealers  generally,  was  in  excess  of  the  2}i  percent  which  was  being  guaranteed. 

“We  later  discovered  that  the  254  percent  referred  to  was  a part  of  a regular 
policy  of  our  principal  competitors,  some  being  classified  as  a ‘superbonus'  upon 
reaching  $100,000  net  purchases  and  in  accordance  with  our  findings  as  above, 
the  company  finally  admitted  that  we  were  not  actually  receiving  a guaranteed 
mutual  dividend  but  instead  were  getting  a ‘sui)erbonus.'  ” 

From  Michigan  a dealer  writes: 

“No,  not  yet.  There  has  been  no  official  advice  relating  to  same.  Personally, 
I don't  expect  to  receive  any.” 

From  Colorado: 


“In  answer  to  your  inquiry  about  a dividend  being  paid  by  U.  S.  Rubber  Co.  in 
1941  I say  that  I did  not  receive  any  dividend  at  all.” 

“If  you  know  of  any  U.  S.  dealer  that  did  receive  a dividend,  I will  surely  ap- 
preciate it  if  you  let  me  know.” 

From  Texas: 

“In  reply  to  your  letter  of  May  1,  I wish  to  advise  that  no  dividend  was  paid 
to  me  on  1940  purchases. 

“I  would  appreciate  it  if  you  would  advise  me  of  any  information  you  may 
have  as  to  whether  the  dividend  was  earned  during  1940.” 

It  is  evident  that,  due  to  these  reports,  the  “superbonus”  or  “loyalty  bonus” 
was  not  given  to  all  the  U.  S.  dealers  and  I would  be  led  to  believe,  from  the 
communications,  that  great  care  was  being  taken  that  this  preferential  treatment 
only  went  to  certain  U.  S.  dealers. 

I believe  this  information  should  be  of  considerable  importance  to  the  Com- 
mission in  the  above  subject  docket. 


Very  truly  yours, 


George  J.  Burger, 


Burger  Tire  Consultant  Service. 
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[Answer  from  the  Federal  Trade  Coinmi.ssion,  May  14,  1941] 


Federal  Trade  Commission, 

Washington,  May  14,  194F 

Office  of  the  Chief  Examiner. 

In  re  docket  No.  3685,  United  States  Rubber  Co. 

Mr.  George  J.  Burger, 

^50  West  Fifty-seventh  Street,  New  York,  N’.  Y. 

Dear  Sir:  Receipt  is  acknowledged  of  your  letters  of  May  5,  6,  and  8,  1941, 
and  the  enclosures  transmitted  therewith,  concerning  the  above-indicated 
matter. 


You  are  advised  that  your  letters  and  the  accompanying  material  are  being 
added  to  the  files  in  the  above-indicated  matter  so  that  they  may  receive  appro- 
priate consideration  in  connection  therewith. 

’^'oiir  interest  in  supplying  this  information  is  greatly  apj^reciated, 

Verv  trulv  vours, 

Federal  Trade  C’ommission, 

Jas.  a.  Horton,  Chief  Examiner, 


During  the  spring  and  summer  of  1941  I conducted,  on  the  basis  of  Nation- 
wide surveys  of  independent  tire  dealers,  exhaustive  studies  of  conditions  in  the 
retail  tire  field.  The  results  of  these  surveys  were  compiled  and  forwarded  to, 
among  other  Government  agencies,  the  Federal  Trade  (’ommission.  During 
April  of  that  year  I surveyed  the  manufacturer-owned  store  situation;  the  results 
of  this  were  forwarded  to  the  Commission  under  title  “The  Company-Owned 
Store  Owned  and  Operated  by  Goodyear,  Goodrich,  and  Firestone  Rubber 
Cos.,et  al.”  (date.  May  14,  1941). 

During  the  month  of  ^lay  I surveyed  conditions  existing  in  the  tire-through-oil- 
station  distribution  field;  results  of  this  survey  were  forwarded  to  the  Commission 
under  title  “Major  Tire  Manufacturer-Major  Oil  Company  Ties  in  Tire  Distri- 
bution and  Their  Effect  on  the  Independent  Tire  Dealer  and  Small  Tire  Manu- 
facturer” (date,  June  11,  1941),  During  the  month  of  June  1 surveyed  con- 
ditions in  the  manufacturer-direct-sales  field  of  retail  tire  distribution;  results 
were  forwarded  to  the  Commission  under  title  of  “The  Practice  of  Selling  Direct 
to  Certain  Large  National  and  Local  Consumers  at  Prices  Equivalent  to,  or 
Lower  Than  the  Lowest  Dealer  Buying  Cost,  as  Carried  on  by  the  Major  Tire 
Manufacturers  * * Effect  on  Both  the  Independent  Dealer  and  the 

Smaller  Tire  Manufacturer”  (date.  July  16,  1941).  These  studies  furnisheil 
evidence  of  apparent  U.  S.  noncompliance'with  the  law,  and  with  the  Commission 
order  of  April  25,  1939. 

During  the  war  years  I continued  my  contact  with  the  Commission  on  this 
matter,  calling  its  attention  to  all  evidence  received  on  U.  S.  price  discrimination 
against  its  own  dealers.  During  this  period  I made  many  attempts  to  determine 
what  action,  if  any, 'the  Commis.sion  was  taking  on  the  matter. 

On  .March  16,  1944,  I directed  a registered  letter  (return  receipt  requested) 
(copy  attached,  marked  “Exhibit  C”'  *)  to  Robert  E.  Freer,  then  chairman  of  the 
Federal  Trade  Commission.  In  this  letter  I asked,  among  other  things,  just  what 
the  Ckjinmission  was  doing  on  the  alleged  violation  of  the  various  antimonopoly 
and  antiprice  discrimination  laws  by,  among  other  manufacturers,  the  I'.  S. 
Rubber  Products,  Inc.  The  Federal  Trade  Commission’s  reply,  dated  April  11, 
1944  (copy  attached,  marked  “Exhibit  D”  2)  stated,  in  part.  “*  * * ,j^av 

be  stated  generally,  however,  that  the  Department  of  Justice  conducted  an 
investigation  in  this  industry  along  the  lines  of  price  fixing  and  monopolistic 
practices.  The  Federal  Trade  Commission,  in  order  to  avoid  duplication  of 
expense  and  effort,  cooperated  with  the  Department  of  Justice  in  this  matter 
* * On  October  11,  1946,  I telegraphed  (copy  of  telegram  attached, 

marked  “Exhibit  E”  \V.  A.  Ayres,  present  Chairman  of  the  Commission, 
requesting  that  he  inform%is  of  the  Commission's  activity  in  the  retail  tire  field. 
The  Federal  Trade  Commission  replied  to  this  communication  in  a letter  dated 
October  21,  1946  (copy  attached,  marked  “Exhibit  F”  *). 

Here  again,  I would  like  to  stress  a point.  During  the  course  of  this  narrative 
I have  mentioned  only  one  rubber  manufacturer.  This,  I want  it  to  be  abvin- 
dantly  clear,  has  not  been  done  with  any  desire  to  “crucify”  any  particular  concern. 
I wish  it  known  that  during  all  the  time  from  1935  to  1946  I have  kept  the  Federal 
Trade  Commission  fully  informed  of  all  evidence  independents  have  supplied  me 
concerning  the  discriminative  practices  of  all  other  tire  manufacturers,  that  I 


^ See  exhibits  on  p.  191, 

2 See  exhibits  on  p.  195. 

3 See  exhibits  on  p,  196. 
* See  exhibits  on  p.  196. 
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asked  the  Commission  to  investigate  and  to  prosecute  all  tiro 

complviil; “S  ‘■“option  would  bo,  like  it  or  not, 

th?rpta!l^^iri'fi  my  office  proves  tliat  discriminative  price  practices  in 

For  nine  long  years  I have  remained  in  contact  with  the  Federal  Trnrlo  T'oto 
mission  seeking  full  enforcement  of  the  antiprice  discrimination  laws  True  the 
Commission  did,  in  1939  act  on  the  industry's  major  price XSnatiorca^ 

theV’nm*’  determine,  nothing  has  been  done  bv 

in  faST  the°faeTlha^  compliance  on  thl  part  of  U.  S.  Lh 

+I  Commission  has  been  constantly  furnished  with  evi- 

ha«  ,?et  that  the  concern  apparently  is  not  and  apparentlv 

the  to  cease  and  desist.  During  affis  S 

mrt  of  oTw  ^"P°rted  violation  of  law  on  the 

hafi  . Other  tire  manufacturers.  I wish  to  point  out  that  during  this  time  I 

f ha  T '’®ry[™ndly  terms  with  the  members  of  the  Commission  that 

have  alwavs  found  them  sympathetic  and  cooperativ’^e  that  I have  bi/f  flm 
highest  regard  for  the  Commission  and  that  for  which  it  stands  Rut  tlu^  fp^^f 

a^iJ^ied  them  Government  agencies,  in  accordance  with  laws 

signed  them  for  administration,  to  eradicate  it  once  and  for  all. 

6.  Your  experience  in  endeavoring  to  obtain  assistance  from  Justice  Department 

Department  of  Justice  about  the  time  that  the 
United  States  Rubber  Co.  was  starting  to  acquire  the  Fisk  Rubber  Co  In  mv 
capacity  of  secretary-geiieral  manager  of  the  National  Association  of  Independent 
1 re  Dealers  I called  the  attention  of  Hon.  Thurman  Arnold  therAsSant 
*^eneral,  to  the  fact  that  the  U.  S.-Fisk  merger  was  being  woVkS  on 
I told  him,  also,  that  if  this  merger  were  to  take  place  (as  it  subseouentlv  did)’ 
it  would  have  an  unfavorable  effect  on  manv  former  U.  S.  tire  independents  who 

Sp^^swSed'to  theV'f  ^h®,oPf^tions  of  the  U.  S.  Tire  Dealers  Mutual 

to  the  Fisk  line,  and  who  were  verv  .satisfied  with  their  new  erm- 
nection.  I informed  him  that  if  the  merger  were  to  take  place  it  would  set  the 

manufacturing  in  tfte  rubber  industrv  that  a 
halt  had  to  be  ca  led  to  the  rubber  industry  trend  toward  monopol^^^^  ^ 

crrJia/^  interest  to  note  that  this  merger  was  the  subject  of  considerable  coii- 
gres.sional  discussion.  It  is  also  interesting  to  note  that  Mr.  Arnold,  on  Decem- 

statement,  marked  “Exhibit  A’’)  “It  is  believed  that 
this  merger  is  so  important  that  it  cannot  be  ignored,  and  every  effort  should  be 
made  to  present  to  a court  of  competent  jurisdiction’all  of  the  facte^ 
judgment  that  may  be  entered  will  preserve  the  maximum  competition  in  dis 

Lnd^'disTriSon  ''T^heartilv'^”''^  possible  under  methods  of  ina.ss  production 
^ . lieartily  concurred  with  Mr.  Arnold.  It  is,  however  ex- 

tremely unfortunate  that  independent  dealers  .at  the  time,  acting  through  thHr 
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organization — the  National  Association  of  Independent  Tire  Dealers — actively 
supported  neither  Mr.  Arnold  nor  myself;  they  exhibited  little  or  no  active  in- 
terest in  the  case. 

[Dopartraent  of  Justice  release,  December  2S,  1939] 

Department  of  Justice, 

Deceynber  28y  1939, 

(The  D^artment  of  Justice  today  released  the  following  letter  from  Assistant 
Attorney  General  Thurman  Arnold  to  the  United  States  Rubber  Co.,  New  York:) 
United  States  Rubber  Co., 

1790  Broadway y New  York,  N.  Y. 

Dear  Sirs:  On  December  20,  1939,  officials  of  your  company  discussed  with 
me  the  proposed  plan  for  acquisition  by  the  United  States  Rubber  Co.  of  the 
assets  of  the  Fisk  Rubber  Co.  Since  both  the  stockholders  and  the  dealers 
connected  with  the  United  States  Rubber  Co.  and  the  Fisk  Rubber  Co.  are 
vitally  interested  in  the  proposed  merger  of  these  companies,  it  is  important  that 
they  understand  the  tentative  position  of  the  Antitrust  Division  of  the  Depart- 
ment of  Justice  with  reference  to  that  merger. 

The  information  which  the  Division  has  been  able  to  secure  in  the  limited  time 
available  indicates: 

The  United  States  Rubber  Co.  proposes  to  purchase  all  the  assets  of  the  Fisk 
Rubber  Co.  The  United  States  Rubber  Co.  is  the  second  largest  producer  of 
tires  in  this  country.  The  Fisk  Rubber  Co.  ranks  fifth  or  sixth  in  the  industry. 
Both  companies  market  tires  to  independent  distributors  on  a Nation-wide 
scale,  United  States  Rubber  Co.  with  approximately  3,400  distributors  and 
Pisk  Rubber  Co.  with  1,200  distributors.  There  appears  to  be  substantial  com- 
petition between  them.  The  production  and  distribution  of  these  companies  is 
so  large  that  a merger  might  very  well  effect  a substantial  elimination  of  com- 
petition in  the  tire  industry. 

The  proposed  merger,  if  it  is  approved  by  the  stockholders  of  the  Fisk  Rubber 
Co.,  will  take  place  on  December  29.  The  officials  of  the  rubber  companies 
informed  the  Department  of  Justice  of  their  plans  on  the  20th,  wffiich  was  too 
late  to  give  the  Department  sufficient  time  for  inv’^estigation.  Such  investigation 
as  has  been  made,  howev^er,  indicates  that  the  proposed  merger  ma\’  violate  the 
Federal  antitrust  laws. 

In  view  of  the  fact  that  the  possible  action  of  the  Department  of  Justice  nec- 
essarily puts  the  dealers  and  stockholders  in  an  uncertain  position  if  the  plan  is 
adopted,  this  occasion  will  be  taken  to  state  what  is  considered  to  be  the  economic 
objectives  w’hich  the  antitrust  laws  should  accomplish  in  this  situation. 

(1)  It  is  important  that  the  independence,  solvency,  and  effectiveness  of  the 
1,200  Fisk  dealers  located  throughout  the  country,  as  well  as  the  3,400  United 
States  Rubber  dealers,  be  preserved.  It  is  on  the  efficiency  and  morale  of  these 
two  organizations  that  competition  betw'een  these  two  companies  depends.  If 
either  one  of  these  organizations  is  destroyed  or  hampered  or  made  to  feel  insecure, 
not  only  the  dealers  themselves,  but  the  public  will  suffer.  Therefore,  in  anv 
action  which  the  Department  takes  in  the  future  with  reference  to  this  proposed 
merger,  the  interests  of  these  two  independent  sets  of  dealers  and  the  necessity 
of  keeping  them  independent  and  competing  will  be  a most  important  consider- 
ation. 

(2)  Since  the  plans  for  merger  have  gone  so  far  as  to  substantially  affect  the 
interests  of  many  of  the  stockholders  and  since  the  Department  of  Justice  does 
not  wish  to  injure  the  financial  structure  of  either  company,  the  interests  of  the 
stockholders  and  the  avoidance  of  injury  to  the  financial  .structures  will  be  im- 
portant considerations  in  any  decree  which  the  Department  is  able  to  obtain. 

(3)  It  is  important  that  the  independence  and  security  of  the  labor  force  em- 
ployed by  these  two  companies  be  not  disturbed.  An  active  Fisk  dealer  organ- 
ization presupposes  that  the  Fisk  brand  of  tires  be  preserved  and  that  they  be 
made  in  distinct  factories  with  their  own  manufacturing  personnel  rather  than 
be  merged  in  the  larger  units  w'here  their  peculiar  characteristics  inav  be  lost. 
Therefore,  it  becomes  quite  important  that  the  present  New  England' factories, 
with  their  labor  force,  be  likewise  preserved  for  the  production  of  a distinctive 
and  competitive  product. 

(4)  In  the  event  that  the  merger  is  con.summated  and  subsequent  action  taken 
by  the  Government  to  dissolve  it,  any  decree  sought  w ill  have  the  above  objectives 
in  mind.  If  financial  conditions  make  it  impossible  to  require  that  the  Fisk 
Rubber  Co.  and  United  States  Rubber  Co.  operate  as  independent  corporations, 
then  provisions  in  the  decree  will  be  sought  to  maintain  the  permanent  independ- 
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dice  of  the  dealer  organizations  and  to  protect  them  from  any  measures  which 
will  handicap  them  in  competing  with  respect  to  these  two  brands  of  tires.  In  that 
case,  it  would  be  important  not  only  that  the  dc^alers*  organizations  be  preserved, 
but  also  that  the  brands  and  distinctive  characteristics  of  these  two  tires  be 
preserved  to  compete  with  each  other. 

(5)  It  is  unfortunate  that  there  is  not  enough  time  to  submit  this  proposed 
merger  to  a court  in  advance  of  its  consummation.  Nevertheless,  since  both 
companies  finally  presented  to  the  Department  their  proposed  action  and  coop- 
erated fully  in  the'liinited  investigation  undertaken,  it  appears  that  if  the  merger 
is  consummated  the  requirements  of  adequate  antitrust  enforcement  can  be 
secured  through  civil  rather  than  criminal  proceedings.  The  policy  which  the 
Department  may  pursue  in  regard  to  use  of  civil  proceedings  where  parties  have 
fully  cooperated  in  presentation  of  facts  to  the  Department  in  advance  of  taking 
action,  has  been  set  forth  in  a statement  issued  by  the  Department  October  25, 
1939,  in  connection  with  the  equity  suit  against  the  Association  of  American 
Railroads. 

To  summarize,  it  is  believed  that  this  merg(‘r  is  so  important  that  it  cannot 
be  ignored,  that  every  effort  should  be  made  to  present  to  a court  of  competent 
jurisdiction  all  of  the  facts  so  that  any  judgment  that  may  be  entered  will  preserve 
the  maximum  competition  in  distributing  tires  to  the  consumer  which  is  possible 
under  modern  methods  of  mass  production  and  distribution. 

Very  truly  yours, 

Thurman  Arnold, 
Assistant  Attorney  General, 

From  1940  on  I,  at  the  request  of  Mr.  Arnold,  conferred  with  Mr.  George  Comer, 
chief  economist  of  the  Antitrust  Division  of  the  Department  of  Justice,  on  tire 
industry  price-discrimination  problems  and  their  bearing  on  the  trend  toward 
monopoly  apparent  in  tire  manufacturing  and  distribution.  I maintained  close 
contact  with  both  Mr.  Arnold  and  Mr.  Comer,  calling  their  attention  to  all  reports 
of  conditions  in  the  retail  tire  picture  as  reached  my  attention.  I also  kept  them 
advised  of  all  that  was  transpiring  in  the  U.  S.-Fisk  merger. 

During  the  spring  and  summer  of  1941,  after  I had  established  my  own  tire  con- 
sultant service,  I conducted  Nation-wide  surveys  of  tire  retail  trade  conditions. 
The  results  of  these  sifrveys  were  compiled  and  taken  by  me  to  the  Department  of 
Justice  (surveys  as  follows:  “The  company-owned  store  owned  and  operated  by 
Good\'ear,  Goodrich,  and  Firestone  Rubber  Companies  et  al“  (date,  IVTay  14, 
1941)  (“major  tire  manufacturer-major  oil  company  ties  in  tire  distribution  and 
their  effect  on  the  independent  tire  dealer  and  small  tire  manufacturer”  (date) 
June  11,  1941)  (“the  practice  of  selling  direct  to  certain  large  national  and  local 
consumers  at  prices  equivalent  to,  or  lower  than,  the  lowest  dealer  buying  cost,  as 
carried  on  by  the  major  tire  manufacturers  * * * its  effect  on  both  the 

independent  dealer  and  the  smaller  tire  manufac  turer”  (date,  July  16,  1941)). 

In  October  1941,  I filed  with  the  Department  of  Justice  a brief  in  which  I,  on 
the  basis  of  my  40  years^  experience  in  the  industry  and  on  the  basis  of  the  work  I 
had  just  completed,  charged  the  existence  of  a monopolistic  trend  in  the  rubber 
industry.  I had,  at  the  time,  good  reason  to  believe  that  this  work  was  about  to 
Ix^ar  fruit.  But,  with  the  sudden  plunging  of  this  Nation  into  war  the  Govern- 
ment's policies  on  antitrust  prosecution  were  altered,  and  I was  advised  that  the 
investigation  was  being  put  in  suspense  for  the  duration  of  the  conflict. 

Between  1942  and  1946  I made  many  visits  to  the  Department  of  Justice  on 
matters  pertaining  to  conditions  in  the  tire  retail  field.  I maintained  constant 
contact  with  the  Department  by  mail. 

After  VJ-day  I directed  a letter,  dated  September  5,  1945,  to  Assistant  Attor- 
ney General  Wendell  Berge  and  reply  thereto,  dated  September  12,  1945  (copy 
attached,  marked,  “Exhibit  B”)  requesting  information  on  the  resumption  of  the 
Department's  activities  in  the  tire  field. 

I am  happy  to  be  able  to  note  that  during  April  1946,  the  Department  of  Justice 
announcecl  that  it  was  resuming  its  investigation  of  the  tire  industry  and  that  a 
Federal  grand  jury  would  be  empaneled  if  the  investigation  showed  the  existence 
of  monopolistic  practices  in  the  field. 

I have  continued  my  contact  with  the  Department,  supplying  it  with  all  the 
evidence  as  comes  my  way.  I will  continue  this  cooperation  until  the  Depart- 
ment takes  definite  action  on  the  case.  To  date  the  investigation  is  continuing 
and  no  jury  has  been  empaneled. 

It  is  my  earnest  hope- that  the  Department's  action  will  be  productive  of  correc- 
tion of  the  monopolistic  practices  of  the  retail  tire  field,  that  fair-trade  practices 
will,  as  a result,  prevail  in  the  industry  to  the  benefit  of  manufacturers,  distrib- 
utors, and  consumers  alike. 
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[Ivettcr  to  Hon.  Wendell  Berge,  September  5,  1945;  his  answer.  September  12, 1945] 


Hon.  Wendell  Berge, 


September  5,  1945. 


Assistant  Attorney  General^  Department  of  Justic€f 

Washington,  D.  C. 


Dear  Mr.  Berge:  I wish  to  call  your  attention  to  a brief  I filed  June  6,  1941, 
with  Hon.  Thurman  Arnold,  then  Assistant  Attorney  General,  chargiitg  monopo- 
listic practices  within  the  rubber  tire  industry.  This  file  will  show  that  as  months 
went  on,  additional  supporting  information  was  given  to  Mr.  Arnold. 

You  will  find  that  Mr.  George  Comer,  chief  economist  of  the  Antitrust  Division 
was  also  aware  that  these  alleged  charges  had  been  filed.  We  had  reason  to 
believe  some  action  would  be  instituted  in  the  late  fall  of  1941,  but  along  came 
Pearl  Harbor  and  we  were  informed  that  any  planned  action  would  be  held  in 
abeyance  for  the  duration  of  the  war. 

Through  public  statements,  we  find  the  Department  intends  to  resume  their 
activities  where  alleged  violations  of  Government  laws  are  taking  place,  so  in  view 
of  this,  and  the  fact  that  we  have  no  reason  to  doubt  that  the  chaiges  we  made  in 
our  brief  of  1941  still  hold,  plus  the  fact  that  it  is  our  belief,  the  major  tire  manu- 
facuireis  and  major  oil  companies  planning  will  be  carried  on  more  extensively, 
we  sincerely  trust  that  you  will  give  this  your  immediate  and  personal  attention. 

There  are  at  least  300,000  independent  tire  sales  and  servicing  businesses  at 
stake,  also  nonequipment  tire  manufacturers,  who  depend  largely  upon  their 
existence  from  the  independent  tire  retailer. 

We  are  attaching  for  your  information,  copies  of  Mr.  Arnold's  letters  in  ac- 
knowledgment of  our  communications  of  1941. 

Trusting  we  may  receive  word  that  your  Department  will  institute  an  investiga- 
tion of  these  alleged  charges  and  assuring  you  of  our  complete  cooperation,  we  arc, 
Very  truly  yours, 


(Signed)  George  J.  Burger. 


Department  of  Justice, 
Washington  25,  D,  C.,  September  12,  1945, 

Mr.  G.  J.  Burger, 

25  West  Fifty-seventh  Street,  New  York,  N.  Y, 

Dear  Mr.  Burger:  This  is  in  answer  to  your  letter  dated  September  5,  1945, 
in  which  you  have  again  called  my  attention  to  the  brief  you  forwarded  in  1941 
pertaining  to  certain  activities  of  the  major  oil  companies  in  connection  with  the 
distribution  of  tires. 


Your  memorandum,  together  with  all  subsequent  information  available,  is  being 
reviewed  and  will  be  given  careful  consideration.  I note  that  in  your  letter  you 
conclude  that  the  situation  has  been  static  since  1941.  In  view  of  the  fact  that 
the  scope  of  this  subject  matter  is  so  broad  and  that  an  investigation  may  take 
some  time,  I will  appreciate  your  forwarding  me  any  information  concerning  new 
developments  as  they  may  occur  in  the  near  future. 

Sincerely  yours, 

(Signed)  Wendell  Berge, 

Assistant  Attornejj  General 


B.  ANTITRUST  DIVISIONS— DEPARTMENT  OF  JUSTICE 


June  26,  1946. 

Hon.  Tom  C.  Clark, 

Attorney  General,  Department  of  Justice, 

Washington  25,  D,  C, 

Dear  Tom:  A new  subcommittee  of  the  House  Small  Business  Committee  has 
recently  been  formed  to  investigate  the  effect  of  monopolies  on  the  competitive 
position  of  small  business. 

Before  holding  formal  hearings,  we  wish  to  have  certain  facts  and  suggestions 
from  the  heads  of  the  agencies  most  directly  responsible  for  preventing  monopolies 
and  for  assisting  small  business. 

We  hope  the  attached  list  of  questions  will  not  be  unreasonably  burdensome. 
If  any  of  these  questions  are  impractical  or  should  be  stated  in  a different  way  to 
contribute  more  to  the  successful  conduct  of  our  investigation,  I should  appre- 
ciate your  having  a member  of  your  staff  discuss  the  points  with  Mr.  J.  G.  Crost 
of  our  committee  staff. 

Would  it  be  possible  for  your  agency  to  submit  to  us  within  10  days  the  requested 
information. 


Sincerelv  vours, 

V ^ / 


Estes  Kefauver, 
Chairman,  Monopoly  Subcommittee , 


Material  Requested  of  Justice  Department 


1.  We  should  appreciate  having  the  benefit  of  your  comments  concerning  the 
extent  and  present  seriousness  of  monopolies  and  concentration  of  economic 
power. 

2.  Please  indicate  the  action  now  being  taken  by  your  agency  to  prevent 
monopolies  and  concentration,  including  the  following  specific  information: 

(a)  A list  of  all  investigations  made  in  the  last  8 years  covering  the  following 
subjects:  Cartels,  price  fixing,  patents,  trade  association  devices,  mergers,  dis- 
tribution cases,  Miller-Tydings  Law  abuses,  export  cases.  Please  include  the 
following  for  each  investigation: 

(1)  Date  of  filing. 

(2)  Date  of  final  court  decision. 

(3)  Results — including  brief  statement  showing  manner  in  which  investi- 
gation resulted  in  retarding  monopoly  or  concentration. 

(b)  Please  furnish  similar  information  on  all  cases  referred  to  Justice  Depart- 
ment by  Federal  Trade  Commission. 

(c)  Please  furnish  information  concerning  each  of  the  following  special  subjects: 

(1)  Copy  of  the  special  report  prepared  by  your  Claims  Division,  on 
wartime  Government  research. 

(2)  Your  experience  with  the  misuse  of  patents  as  a means  of  promoting 
monopoly. 

(3)  Recent  dissolutions. 

How  many? 

Length  of  time  involved? 

Results  in  terms  of  increased  competition  in  the  industries 

affected. 

(4)  Contemplated  results  of  the  recent  Supreme  Court  Decision  in  the 
tobacco  company  case. 

On  trade  practices  in  the  tobacco  industry. 

On  trade  practices  in  othc^r  industries. 

On  future  policies  of  the  Antitrust  Division, 

(5)  Record  of  the  formal  requests  filed  by  industries  wishing  to  be  ex- 
empted from  the  Sherman  Act. 

(6)  To  what  extent  have  your  investigations  of  monopolies  disclosed  con- 
trol of  the  monopolies  by  large  financial  groups?  If  your  investigations 
have  shown  this  problem  to  be  important,  please  furnish  information  on  the 
most  significant  cases? 
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(d)  W hich  of  the  cases  handled  by  you  in  the  last  8 vears  are  considered  to  have 
been  most  significantly  successful  from  the  standpoint  of  actually  breaking 
monopolies  and  retarding  concentration?  Please  explain  the  significance  in 
terms  of  the  effect  on  the  practices  of  particular  industries. 

3.  The  experience  of  this  committee  has  been  that  generally  small  businessmen 
are  not  fully  aware  of  the  ways  in  which  antimonopoly  statutes  are  designed  to 
protect  them.  Can  you  suggest  ways  in  which  small  businessmen  can  be  kept  better 
informed  regarding  the  protection  which  is  available  to  them  through  these  anti- 
monopoly  statutes  and  the  agencies  responsible  for  enforcing  them?  In  other 
words,  what  are  the  rules  of  the  game  which  the  small  man  should  be  able  to 
expect? 

4.  In  what  w^ays  can  the  public  be  kept  better  informed  concerning  the  magni- 
tude of  the  monopoly  and  concentration  problem?  How  can  the  public  be  kept 
informed  concerning  the  extent  of  the  unfinished  w'ork  of  the  agencies  responsible 
for  enforcing  the  antimonopoly  statutes? 

5.  There  has  been  some  criticism  that  the  agencies  responsible  for  safeguarding 
the  competitive  enterprise  economy  have  not  carried  out  fully  their  responsi- 
bilities under  the  law^s.  We  w'ould  appreciate  having  your  comments  and  advice 
as  to  whether  you  are  able  to  carry  out  fully  your  present  responsibilities.  Please 
indicate  in  detail  the  reasons,  citing  examples  and  cases. 

6.  Are  there  any  important  respects  in  w'hich  present  statutes,  designed  to 
prevent  monopoly  and  concentration,  may  be  inadequate?  If  there  are  important 
inadequacies  please  cite  examples  and  cases  which  illustrate  the  reasons.  We  w'ish 
you  would  include  in  your  reply  comments  on  the  follow’ing  matters: 

(a)  Is  the  definition  of  interstate  commerce  adequate? 

(b)  Are  the  operations  of  labor  unions,  w'hich  affect  monopolv  or  concentration 
of  power,  adequately  covered? 

(c)  Should  a clearer  distinction  be  drawui  between  the  proper  functions  of 
Federal  Trade  Commission  and  those  of  Justice,  so  that  danger  of  duplication 
would  be  eliminated? 

7.  Please  give  us  a list  showing  the  number  of  employees  falling  in  each  of  the 
following  classifications:  Attorneys,  Industry  Experts,  Economists,  Statisticians. 
We  would  like  this  information  separately  for  the  W'ashington  office  and  each  of 
your  field  offices.  In  furnishing  this  information,  please  give  us  a measure  of  the 
case  load  your  attorneys,  industry  experts,  etc.,  are  required  to  handle  at  the 
present  time. 

8.  Please  furnish  the  following  information  concerning  vour  recent  appro- 
priations: 

(a)  Amount  originally  requested  by  Justice  Department. 

{b)  Amount  approved  by  Budget  Bureau. 

(c)  Amount  approved  by  Congress. 

Answ'er  to  Question  1 

EXTENT  AND  PRESENT  SERIOUSNESS  OF  CONCENTRATION  OF  ECONOMIC 

POWER 

The  monopoly  problem  in  American  industry  is  todav  more  serious  and  wide- 
spread than  at  any  time  since  the  passage  of  the  Sherman  Act  in  1890. 

The  problem  must  be  appraised  in  the  light  of  the  developments  that  have 
taken  place  not  only  in  the  United  States  but  in  the  entire  w'orld  during  the  56 
years  that  have  elapsed  since  the  passage  of  the  Sherman  Act.  This  legislation 
was  adopted  to  cuyb  the  growing  power  of  the  “trusts.”  In  the  first  decades 
following  the  turn  of  the  century  the  growth  of  buinesss  and  the  technological 
and  scientific  advances  in  industry  were  so  rapid  that  expansion  of  the  larger 
corporations  outpaced  the  modest  efforts  then  being  made  in  antitrust  enforce- 
ment. The  inevitable  concentrations  that  occurred  in  W'orld  W^ar  I were  fol- 
low^ed  by  the  “era  of  consolidation”  which  saw  the  industrial  giants  growing  still 
larger.  The  emergence  of  a new  threat,  the  cartel  system,  introduced  interna- 
tional considerations  and  foreign  pressures  into  play.  W'orld  War  II  brought 
about  an  even  greater  concentration  of  economic  power  into  the  control  of  the 
larger  industrial  concerns.  The  trend  that  was  accelerated  during  W'orld  W'ar  II 
continues  unabated  today. 

^ It  is  apparent  that  there  are  economic  forces  which  have  constantly  and  per- 
haps inevitably  made  the  monopoly  problem  increasingly  more  serious.  Never- 
theless, it  is  undoubtedly  true  that  the  enforcement  of  the  existing  antitrust  laws 
has  acted  as  a brake  and  in  some  degree  has  retarded  both  the  rapiditv  and  in- 
tensity of  the  trend  away  from  competition.  For  example,  in  1941-42'antitrust 
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enforcement  to  dissipate  the  influences  of  international  cartel  agreements  often 
pro^d  strikingly  effective.  It  would  be  unrealistic,  however,  to  assume  that 
enorts  to  cope  with  the  monopoly  problem  have  been  or  can  be  effective  if  re- 
sources available  for  enforcement  contimuj  to  be  as  inadequate  as  previous 
appropriations.  * ^ 

The  most  serious  consequence  of  concentration,  as  it  confronts  the  Nation  at 
the  present  time,  is  that  it  severely  restricts  that  freedom  of  economic  opF)or- 
tunity  which  is  a basic  principle  of  the  American  system  of  government.  Spe- 
cihcally,  monopoly  is  the  principal  obstacle  to  the  formation  and  successful 
operation  of  new,  independent  enterprises.  It  is  a corollary  to  this  proposition 
that  monopoly  is  the  greatest  barrier  to  the  development  of  new  industries.  It 
has  always’  been  fundamental  to  our  thinking  that  competition  is  the  condition 
that  provides  the  greatest  stimulus  to  the  creation  of  new  business  and  in  fact 
to  whole  new  industries.  ' ' 

It  may  be  helpful  to  the  committee  if  we  summarize  the  forms  and  methods 
by  which  monopoly  groups  today  are  seeking  to  establish  and  perpetuate  control 

1.  Monopolistic  control  is  generally  based  upon  one  or  more  of  the  following 
elements : ^ 

(a)  Control  of  most  available  sources  of  raw  materials; 

(b)  Control  of  technology,  research  and  know-how  obtained  in  large  part 
through  an  ever-increasing  concentration  of  ownership  or  control  over  the 
facilities  necessary  to  conduct  industrial  research; 

(r)  Control  of  the  channels  and  the  msthods  of  distribution  in  the  market. 
A whole  array  of  ingenious  device#  has  been  employed  in  numerous  industries 
vvho  may  enter  the  market,  what  shall  be  produced,  how  markets 
^all  be  divided,  and  what  quantities  of  products  may  be  bought  or  sold. 
1 he  monopoly  methods  mo^t  often  employed  for  the  purposes  of  such  market 
control  include:  direct-marketing  agreements  which  divided  markets  na- 
tionally and  internationally  into  noncompetitive  zones;  price-fixing  agree- 
ments; the  use  of  standardized  cost  systems,  standardized  price  data  and 
trade  statistics;  organized  discrimination  with  respect  to  particular  classes 
of  industrial  as  well  as  individual  buyers  and  sellers;  basing-point  systems 
by  which  prices  are  closely  administered  in  a number  of  market  areas;  and 
restrictive  patent  licensing; 

{(i)  Division  of  fields  of  production  and  research  among  powerful  monopolv 
groups  in  closely  related  branches  of  industry.  In  this,  groups  of  restraints 
are  found:  most  of  the  major  abuses  used  in  the  administration  of  patents; 
attempts  to  pervert  scientific  research  in  order  to  maintain  artificial  price 
structures;  attempts  to  dictate  the  proct'sses  that  may  be  used  in  the  manu- 
facture, the  raw  materials  that  may  bo.  purchased  and  in  some  instances, 
the  customers  to  whom  products  may  be  sold  as  well  as  the  terms  of  sale;  and 

(e)  Increasing  concentration  of  control  over  credit  resources  and  of 
relative  financial  power  in  many  industries  as  compared  with  the  resources 
available  to  small  independent  enterprise. 

2.  It  has  been  among  the  primary  aims  of  powerful  monopoly  groups 
to  control  dynamic  sectors  of  technology  and  to  prev'ent  the  emergence  of 
competitive  enterprise  in’ such  important  areas  as  chemistry,  electronics, 
light  metals,  pharmaceutical  products,  and  other  industries  which  hold  the 
greatest  promise  for  the  creation  of  new  products,  new  services,  and  new  types 
of  employment  and  investment.  The  maintenance  of  the  American  industrial 
leadership  in  the  world  economy  largely  depends  on  the  scope  and  speed  with 
which  new  technological  resources  are  util  ized.  Competition  and  the  develop- 
ment of  independent  enterprise  constitute  the  central  means  of  achieving 
these  objectives.  Continued  monopoly  domination,  therefore,  seriouslv 
endangers  the  preeminence  of  this  countr\-  in  industrial  research  and  threatens 
to  retard  the  pace  of  needed  development. 

3.  Evidence  accumulated  wdthin  recent  years  demonstrates  conclusively 
that  monopoly  groups  and  techniques  of  monopoly  control  have  seriously 
affected  this  country’s  foreign  commerce.  In  particular,  cartel  agreements 
between  monopoly  groups  in  the  United  States  and  powerful  industrial  com- 
bines abroad  have  restricted  the  export  of  numerous  products  of  American 
industry  to  various  market  area^  througliout  the  world.  At  the  same  time, 
imports  of  many  materials,  essential  to  the  operation  of  American  industry, 
have  been  strictly  limited  by  agreement  among  monopolv  groups  here  and 
abroad. 

4.  Evidence  compiled  in  antitrust  actions  instituted  against  cartels  and 
monopolies  discloses  that  the  access  of  American  industry  to  strategic  sectors 


i 


ECONOMIC  CONCENTRATION  AND  MONOPOLY 


211 


of  technology  and  to  critical  materials  has,  in  many  cases,  been  restricted  or 
even  closed  through  cartel  agreements.  In  some  instances,  limitations  have 
been  placed  upon  our  capacity  to  produce  materials  necessarv  to  the  military 
security  and  economic  welfare  of  the  United  States.  The  introduction  and 
expansion  of  new  processes  and  new  industries  have  at  times  been  delayed, 
or  even  completely  prevented  under  the  terms  of  monopolv  agreements  or 
because  of  monopolistic  control  of  processes,  patents,  price^structures,  and 
markets. 

5.  Studies  recently  completed  by  other  Government  agencies  emphasize 
that  the  relative  growth  of  monopoly  was  accelerated  during  the  vears  of 
World  War  II  with  a corre.sponding  unavoidable  decline  in  competition, 
more  than  .500,000  small  business  concerns  were  eliminated  from  the  market 
during  the  war  years.  The  further  concentration  of  control  of  manufacturing 
facilities,  industrial  know-how,  and  financial  strength  was  accentuated  by  the 
distribution  of  prime  Government  war  contracts  to  large  concerns.  Although 
there  has  been  .some  resurgence  of  small  bu.siness  in  the  first  postwar  year, 
there  is  still  a deficit  of  some  160,000  fewer  busines.ses  operating  at  the  begin^ 
ning  of  1946  as  compared  with  1941. 

The  largest  corporations  in  this  country  now  hold  approximately  two- 
thirds  of  the  Nation’s  usable  manufacturing  facilities.  This  group’  alone 
either  owns  or  is  in  a position  to  control  facilities  equivalent  to  those  of  all 
American  manufacturing  corporations  in  1939.  Sixty-three  large  manufac- 
turing corporations  have  sufficient  liquid  as.sets  to  buy  all  Government-owned 
manufacturing  facilities  or  to  purchase  the  assets  of  .some  70,000  smaller 
manufacturing  corporations. 

This  trend  is  noticeable  in  the  concentration  of  industrial  research.  Sixty- 
eight  large  corporations  received  two-thirds  of  the  total  value  of  all  Federal 
research  and  development  contracts  during  the  war.  The  top  10  corporations 
received  nearly  40  percent  of  all  wartime  research  contracts. 

These  conditions  are  among  the  greatest  handicaps  confronting  new  small 
business  when  it  seeks  to  enter  the  market,  to  develop  new  ideas  and  new 
processes,  and  to  compete. 

6.  Although  large  numbers  of  small  business  concerns  are  seeking  to  enter 
many  existing  fields  and  to  explore  new  fields  of  industrial  activity,  it  is 
anticipated  that  there  will  be  a corresponding  rise  in  the  mortality  of  small 
business.  Two  circumstances  are  important  in  this  connection.  'First,  the 
largest  number  of  new  small  business  firms  at  the  present  time  are  entering 
into  the  field  of  retail  marketing  and  distribution,  an  area  in  which  mor- 
tality is  generally  high.  Second,  the  relatively  small  number  of  new  firms 
seeking  to  enter  into  manufacturing  will  encounter  increasing  difficulty  be- 
cause of  the  dominance  of  large  producers  in  the  manufacturing  industries. 

7.  With  the  relaxation  of  war  price  controls  the  monopoly  problem  becomes 
even  more  accentuated.  The  antitrust  laws  are  the  principal  check  against 
unwarranted  price  increases  imposed  by  monopoly  groups.  Larger  members 
of  many  important  industries  have  recently  announced  simultaneously  very 
substantial  price  increases.  These  price  rises  in  many  cases  are  probably  the 
result  of  concerted  action  among  the  dominant  producers. 

In  terms  of  the  maintenance  of  free  enterprise  the  monopoly  problem  con.sti- 
tutes  the  greatest  challenge  of  our  time.  The  problem  is  to  preserv^e  our  ideals  of 
independence  of  spirit  and  freedom  of  enterprise  against  the  encroachment  of 
monopoly  control  into  almost  every  important  realm  of  our  economic  life. 

Question  2 (A) 

(Note. — The  Justice  Department  furnished  a list  of  all  antitrust  cases  filed  in 
the  last  8 years.  Information  included  date  of  filing,  date  of  final  court  decision 
and  description  of  the  case.  This  information  is  not  being  reprinted.) 

Question  2b 

The  committee  has  asked  us  to  supply  a list  of  all  cases  since  Julv  1 1938 
referred  to  the  Department  of  Justice  by  the  Federal  Trade  Commission,  showing’ 

(1)  Name  of  the  case. 

(2)  Date  and  place  of  filing. 

(3)  Date  of  decision. 

(4)  Results  of  decision. 

All  cases  in  which  the  United  States  is  a party  that  reach  the  Supreme  Court,  of 
the  United  States  are  handled  by  the  Solicitor  General  in  the  Department  of 
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a,  -U  a.  Trade  Commieeio,, 

committee  is  not  interested  in  information  pertaining  to  these  cat? 

plaints  S™lo  ir  as  SeS'r^oXr' MormVtlL'’wh““  "'■iHon  oom- 

opinion  that  action  on  the  complaint  or  other  infomation'TOuTd™^^^  “ 
pnate  under  the  Sherman  Act  than  under  the  m ^ ^ n 

Section  56  of  title  15  of  the  United  States  Code  provides- 
tacts  to  thV'Attornev^Snm^^^  “rtify  the 

ttSit 

Siif If 

recovered  by  a civil  action  broiiglit  by  the  United  States  ' 

of  tlte''AmmiS?nf  °'  "“"est 

tequested  with  respict  to  'tS  is  « fmth  as  folSs: 

1.  ^'^ncd  btatesw  Oppenheim,  CollinSy  ^ Co,,  Inc  fS  D N Y 'i  "Pn  o oan 

entered  in  sum  of  $1,500  and  costs 

2.  United  States  v.  A.  tfe  S.  Sales  Company  el  al.  (N.  D 111  V 

m filed  to  recover  civil  penalty  for  use  of  lottery 

S^trder.'""""''*°”  merchandise  £ violation  of  a cease  aS 

Judgment  entered  for  United  States  for  $4,500 

\lay  1 igf 9— CorSS  eowpani/  (D.  Mass.)  Civil  249: 

uJa  a filed  to  recover  civil  penalty  for  violation  of  a eea<;e 

involving  sale  of  candies  by  lottery  methods 
Aetruori/  5,  1540.— Judgment  entered  for  United  States  for  $1  000 

ReteiveT(l"^riI;)f  V Huggett, 

May  1 1939.  Complaint  filed  to  recover  civil  penalty  in  the  sum  of  <R2n  nnn 

"der  involvingW  slle  of  canS  bySlerv 

February  I4,  I94O.  Judgment  entered  in  favor  of  the  United  States  for  nnn 

£ r„Sned''or"  e„joi„iii^c;l2id®ir.f£'m*^'SS 

5.  United  States  y.  Holst  Publishing  Company  et  al.  (S.  D.  Iowa)- 

Complaint  filed  to  recover  civil  penalties  for  violation  of  a 
® false  representations  in  the  sale  of  encyclooedias 

January  18,1940.—indgmerit  entered  (consent)  for  United  States  for  $2  000 
Okla)-  ^rade  Commission  v.  Blackwell  Journal  Publishing  Company  (W.  d! 

October  6,  1939.  Complaint  filed  to  recover  penalties  for  violation  of  a cease 

c^tS“  “ -wspapec'b'erw 

November  5,  1943. — Order  of  dismissal  entered. 

7.  United  States  v.  Klimate-Pruf  Mfg.  Company  (M.  D.  N.  C.): 

and^Hel?rf  ^^^^-"rComplaint  filed  to  recover  penalties  for  violation  of  a cease- 

A/aS  id  merchandise. 

S r7«vS  ^ judgment  m amount  of  $1,000  and  costs. 

A States  V.  Best  Plan  Company  (N.  D.  111.)  Civil  499* 

April  20,  Complaint  filed  for  violation  of  a cease-and-desist  order  involv 

mg  lottery  methods  in  the  sale  of  its  merchandise. 

judgment  entered  by  consent  in  sum  of  $500 
Distilling  & Distributing  Co,  (D.  Md.)’: 

September  6,  1940,  Complaint  filed  to  recover  civil  penalties. 
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May  16,  /54i— Final  judgment  $100  and  costs;  enjoined  from  representing 
through  use  of  word  “distilling”  that  it  is  a distiller  of  spirituous  beverages. 

10.  United  States  v.  Montebello  Distillers,  Inc,  (D.  Sid.): 

September  9,  1940. — Complaint  filed  to  recover  penalties  for  violation  of  a cease- 
and-desist  order  involving  misrepresentations  to  the  effect  that  respondents  are 
distillers. 

January  25,  194L — Compromise  offer  of  $100  accepted. 

11.  United  States  v.  Plantation  Chocolate  Company  (E.  D.  Pa.)  Civil  1103; 

September  25,  1940, — Complaint  filed  to  recover  penalty  for  violation  of  a cease- 

and-desist  order  involving  sale  of  candy  by  means  of  lotter\\ 

March  11,  1941. — Compromise  offer'  of  $600  accepted  and  consent  decree 
enjoining  further  violations  entered. 

12.  United  States  v.  Perfect  Manufacturing  Co.,  Inc.  (S.  D.  Ohio): 

September  25,  1940. — ^Complaint  filed  to  recover  penalties  for  violation  of  a cease- 
and-desist  order  involving  misrepresentations  in  sale  of  automobile  finishing 
products. 

December  4,  1940, — Decree  filed  and  entered  permanently  enjoining  the  defendant 
from  violating  the  terms  of  the  cease-and-desist  order  of  Federal  Trade  Commission 
and  ordering  that  plaintiff  recover  judgment  of  $1,000. 

13.  United  States  v.  Mutual  Printing  Company  (N.  D.  III.): 

October  10,  1940. — Complaint  filed  to  recover  civil  penalty  for  violation  of  a 
cease-and-desist  order  involving  the  sale  of  sales-promotion  "cards  to  be  used  as 
lottery  devices. 

May  16,  1941. — Judgment  entered  against  defendant  for  $1,500. 

14.  United  States  v.  Hall  (S.  D.  Iowa),  Civil  119: 

October  23,  1940. — Complaint  filed  to  recover  civil  penalties  for  violation  of  a 
cease-and-desist  order  involving  sale  of  candies  by  lottery  methods. 

February  21,  1941. — Judgment  entered  for  United  States  for  $1,000. 

15.  United  States  v.  Mells  Manufacturing  Company  (E.  D.  N.  Y.),  Civil  1715; 

December  5,  1940. — Complaint  filed  to  recover  civil  penalties  in  amount  of 

$15,000  for  violation  of  a cease-and-desist  order  involving  lottery  methods. 

January  30,  1941. — Judgment  entered  for  plaintiff  for  $600  and  permanent 
injunction  issued. 

16.  United  States  v.  ^Tnmran  Beauty  Products  Corp.  (N.  D.  111.); 

March  22,  1941. — Complaint  filed  to  recover  penalties  for  violation  of  a cease- 
and-desist  order. 

April  24,  1942. — Final  judgment  entered  against  the  defendants  for  $2,500- 
injunction  issued  restraining  defendants  from  violating  the  cease-and-desist  order! 

17.  United  States  v.  Rogers  Redemption  Bureau  (D.  Minn.): 

April  S,  1941. — Complaint  filed  to  collect  a civil  penalty  of  $20,000  for  violation 
of  a cease-and-desist  order  involving  false  representations  through  the  medium 
of  sales-promotion  plans. 

February  1,  1945. — Entered  judgment  against  defendants  for  $400. 

18.  United  States  v.  Ink  Company  of  America  (N.  D.  111.),  Civil  3071: 

June  10,  1941. — Complaint  filed  to  recover  civil  penalties  in  sum  of  $35,000 
for  violation  of  a cease-and-desist  order  concerning  misrepresentations  as  to 
fountain  pen  and  pencil  sets,  etc.,  by  use  of  his  sales-promotion  plan. 

February  23,  1943, — Ordered  that  defendant  pay  to  the  United  States  a civil 
penalty  of  $525. 

19.  United  States  v.  Mid-West  Sales  Syndicate  (N.  D.  111.),  Civil  3070: 

June  10,  1941. — Complaint  filed  involving  same  principals  and  charge  as  the 

preceding  case  (Civil  3071). 

February  23,  194S. — Ordered  that  the  defendant  pay  a penaltv  of  $750. 

20.  Federal  Trade  Commission  v.  Standard  Education  Society,  Standard  Encyclo- 
pedia Corporation  (N.  D.  111.),  Civil  4521: 

July  24,  1942. — Complaint  filed  to  recover  penalty  of  $275,000  for  making  false 
representations  and  using  unfair  methods  of  competition.  Permanent  injunction 
sought  to  enjoin  from  violating  terms  of  modified  cease-and-desist  order. 

Pending. 

21.  United  States  v.  Midwest  Studios,  Inc.  (D.  Oreg.): 

June  19,  1941. — Complaint  filed  to  recover  penalties  for  violation  of  a cease- 
and-desist  order  involving  sale  of  photographs. 

February  2,  1942. — Consent  judgment  obtained  against  defendants  for  $1,500. 

22.  United  States  v.  Melster  Candy  Company  (W.  D.  Wis.),  Civil  260: 

August  23,  1941, — Complaint  filed  to  recover  $20,000  and  injunction  enjoining 

defendant  from  violating  a cease-and-desist  order  involving  sale  of  candies  bv 
lottery. 
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March  12,  1943. — Filed  consent  judgment  containing  injunction  and  payment 
of  $1,000  penalty. 

23.  United  States  v.  Steffy  (N.  D.  111.),  Civil  3413: 

September  13,  1941. — Complaint  filed  to  recover  civil  penalties  of  $50,000  for 
violation  of  a cease-and-desist  order  involving  .sales  promotion  plans  for  the 
distribution  of  silverware  through  gambling  devices. 

July  17,  1943. — Judgment  entered  for  plaintiff  for  $5,000. 

24.  United  States  v.  Sanabria  and  American  Television  Institute  et  al.  (N.  D. 

111.) ; 

March  26,  1942. — Complaint  filed  to  recover  civil  penalty  of  $45,000  for  viola- 
tion of  a cease-and-desist  order  involving  false  and  misleading  representations  in 
inducing  enrollments  in  a course  of  television. 

May  26,  1943. — Final  consent  judgment  entered  for  $2,500  penalty. 

25.  United  States  v.  Sweets  Company  of  America,  Inc.  (D.  X.  J.),  Civil  2119: 

April  It,  1942. — Complaint  filed  to  recover  civil  penalties  for  violation  of  a 

cease-and-desist  order  involving  lottery  in  the  sale  of  candy. 

December  18,  1942. — Order  entered  marking  case  settled  in  view  of  payment  of 
$1,000  penalty. 

26.  U nited~ States  v.  Sweet  Candy  Company  (D.  Utah): 

June  2,  1942. — Complaint  filed  to  recover  penalties  for  violation  of  a cease-and- 
desist  order  involving  use  of  a lottery  in  the  sale  of  candy. 

October  10,  1942. — Judgment  entered.  Defendant  fined  $1,000. 

27.  United  States  v.  Wilson  Chemical  Company,  Inc.  (M.  D.  Pa.)  Civil  940: 

June  17,  1942. — Complaint  filed  to  recover  civil  penalties  of  .$45,000  for  viola- 
tion of  a cease-and-desist  order  involving  misrepresentations  in  connection  with  1 


sale  of  salves,  etc. 

January  29,  1943. — Final  consent  judgment  that  plaintiff  reco%’er  $1,800 
penaltv. 

28.  'United  States  v.  Gellman  Brothers  (D.  Minn.),  Civil  725: 

July  8,  1942. — Complaint  filed  to  recover  penalties  of  $30,000;  charging  de- 
fendant offered  for  sale  punch  boards  in  violation  of  a cea.se-and-desist  order. 

November  2,  19 43. —Consent  judgment  entered  in  sum  of  $1,500. 

29.  United  States  v.  Jacobson  (W.  D.  Wis.),  Civil  378: 

September  9,  19.^2. — Complaint  filed  to  recover  penalties  of  .$40,000  for  violation 
of  a cease-and-desist  order  involving  misrepresentations  in  the  sale  of  encyclo- 


i 


pedias.  . .... 

April  12,  1943. — Consent  judgment  for  $1,000  penalty  payment  and  injunction 

against  further  violations  of  the  cea.se-and-de.sist  order. 

30.  United  States  v.  Motor  Equipment  Specialty  Co.  (D.  Xebr.) : 

May  1941. — Complaint  filed  to  recover  penalty  of  $25,000  for  violation  of  a 
cease-and-de.sist  order  involving  misrepresentations  in  sale  of  “Mesco  Fender 
Poller”  and  “Universal  Wheel  Check.” 

March  15,  1943. — Judgment  of  $500  entered  by  default  against  defendant. 

31.  United  States  v.  Leach  cfe  Company  (E.  D.  Pa.),  Civil  3358: 

August  12,  1943. — Complaint  filed  to  recover  penalties  of  $20,000  for  violation 
of  a cease-and-desist  order  involving  misrepresentations  in  the  .sale  of  earthenware. 

October  31,  1944. — Filed  permanent  injunctio«  enjoining  defendant  from 
action  complained  of  and  awarding  plaintiff  $1,000.  _ ^ 

32  United  States  v.  Vanderbilt  Company,  Inc.  (S.  D.  X.  \ .),  Civil  22-561: 

September  28,  1943. — Complaint  filed  to  recover  penalties  of  $20,000  for  viola- 
tion of  a cease-and-desist  order  involving  licensing  of  jratent  formulas  and  sale 
of  pvrophvllite  used  in  earthenware  bodies. 

May  19,  1944. — Filed  order  dismissing  action  without  prejudice. 

33.  ‘United  States  v.  Worthmore  Sales  Promotion  Service,  Inc.  (X.  D.  111.),  Civil 


t 
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43-C-920:  _ . ^ ^ ^ 

October  1,  19JfS. — Complaint  filed  charging  violation  of  a cease-and-desist  order 

involving  lottery. 

Pending. 

34.  United  States  v.  American  Steel  & Wire  Co.  of  New  Jersey,  et  al.  (S.  D. 

X.  Y.):  f 

September  26,  19J.5.— Complaint  filed  for  civil  penalties  for  violation  of  a cease- 

and-desist  order  involving  collusive  price  fixing,  et  c. 

Pending. 

Question  2 (c)  (1) 


(Note. — The  special  report  on  wartime  Government  research  was  not  com- 
pleted by  the  time  this  report  was  ready  for  printing.) 
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Question  2c  (2).  Misuse  of  Patents  to  Promote  Monopolies 

The  committee  has  askerl  for  information  concerning  the  experience  of  the 
Department  in  cases  involving  the  misuse  of  patents  in  order  to  restrain  trade 
and  promote  monopolies.  A list  of  each  of  the  antitrust  cases  involving  patent 
abuses  filed  by  the  Department  of  Justice  since  July  1.  1938,  is  attached.  W e 
have  selected  five  of  these  cases  as  typical  and  have  prepared  a short  statement 
of  the  facts  disclosed  in  each  of  them.  While  of  course  it  would  require  a much 
more  extensive  memorandum  to  discuss  each  of  the  83  cases  involving  patents 
filed  since  July  1,  1938,  we  believe  the  discussion  of  these  five  cases  will  illustrate 

some  common  patent  abuses. 

I.  ABUSE  OF  patents  IN  CONNECTION  WITH  THE  MANUFACTURE  AND  SALE  OF 

HARD  METAL  COMPOSITIONS:  UNITED  STATES  V.  GENERAL  ELECTRIC  COMPANY, 

FRIED  KRUPP,  AKTIENGESELLSCHAFT,  ET  AL.  (650)* 

Tungsten  carbide  is  a mixture  of  tungsten  and  carbon.  It  is  extrenielv  haid, 
but  also  very  brittle,  and  therefore  not  suitable  for  use  where  there  ^ ^ress  or 
shock.  To  make  it  available  for  use  in  industry  it  was  necessary  to  find  a way 
of  binding  the  brittle  particles  of  this  material  together  with  some  substance 
that  wouM  add  the  necessary  toughness.  The  problem  was  solved  m the  192U  s 
when  hard-metal  compositions,  the  most  important  of  which  was  (^merited  tung- 
sten carbide,  were  developed  in  this  country  and  Germany.  By  1926  the  process 
had  been  improved  to  the  point  where  tungsten  carbide  could  be  used  in  making 

These  compositions  are  made  by  binding  together  by  a process  called  sint^ing 
small  particles  of  tungsten  carbide,  tantalum  carbide,  or  titaniuiri  carbide  by  a 
matrix  of  iron,  cobalt,  or  nickel.  The  resulting  composition  has  the  hardness  of 
carbide  and  the  toughness  of  the  binder.  Next  to  diamond  such  a composition 
is  the  hardest  substance  known.  It  is  fabricated  principally  into  blanks  for 
cutting  tools,  such  as  lathe  tools,  cutters,  drills,  and  saws;  extrusion  dies  used  for 
forming  metal  articles,  such  as  cartridge-shell  casings  for  rifles,  machine  guns, 
and  artillery;  and  wear-resistant  parts  of  equipment  subject  to  extreme  abrasive 

act  ion 

The  industrial  importance  of  tungsten  carbide  is  very  great.  In  1930  a survey 
was  made  of  the  successful  applications  of  this  material  within  the  vanous  depart- 
ments of  General  Electric.  This  survey  showed  that  in  1929  the  S^enectady 
works  of  General  Electric  has  placed  in  operation  about  10,000  carbide  tools  at 
a cost  of  $5  per  unit  and  effected  a saving  of  $10  per  unit,  or  $2  for  every  dollar 
invested.  The  tools  had  been  used  successfully  on  copper,  brass,  bearing  metals 
aluminum,  bronze,  cast  iron,  and  steel.  In  the  Lynn  River  works  of  General 
Electric  15  tungsten  carbide  applications  had  been  time  studied.  These  showed 

an  annual  labor  saving  of  $5,200.^  r n 

In  1941  Mr.  Robbins,  president  of  Carboloy,  stated  under  oath  as  follows: 

Cemented  tungsten  carbide  is  important  in  defense  industries  because  it 
is  so  much  harder  and  wear  resistant  than  high-speed  steel  that  it  wull  per- 
form most  cutting  operations  at  four  times  the  speed  of  high-speed  steel. 
A tool  tipped  with  cemented  carbide  will  retain  its  sharpness  many  times 
longer  than  a tool  of  high-speed  steel.  * * * When  cemented  carbide 

tools  are  used  in  a plant  the  productive  capacity  of  the  machines  tooled  with 
these  tools  is  increased  by  15  to  25  percent  above  its  capacity  with  the  use 
of  high-speed  steel  tools.^ 

Building  up  the  industry 

In  1927  and  1928  American  industry  could  secure  tungsten  carbide  from  many 
sources.  Among  these  were  the  Krupp  company  of  Essen  Gerinany ; two  Ameri- 
can companies  to  which  Krupp  was  selling,  the  American  Wire  Die  Cerp.  and 
Thomas  Prosser  & Sou;  and  two  American  companies  to  which  Krupp  had 
tjranted  licenses  to  manufacture,  Firth-Sterling  Steel  Co,  and  Ludlum  Steel  Co. 

The  principal  patents  owned  bv  Krupp  at  this  time  were  patents  cov^ing 
supposed  inventions  by  Baumhauer,  Schroter,  and  Strauss,  which  had  been 
assigned  to  Krupp  by  a German  electric-light  company,  Osram  Komman- 

1 The  case  numbers  herein  corresiwnd  to  those  used  in  answer  to  question  2a,The  trial  of  this  ca^,po^- 

,>one<l  set  for  this  fall.  The  source  of  information  for  this  section  is  Senate  Com- 

mittce  01  Patents,  hearings,  vol.  1.  ^ 

2 Senate  Committee  on  Patents,  hearings,  vol.  1.  pp.  59,  246-247. 

sid.,pp.  60,223. 
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ditgesellschaft.  Osram  had  previously  made  a limited  assignment  of  these 
paints  to  General  Llectnc  for  use  in  making  electric  lights. 

General  Electric  also  had  developed  some  patents  for  making  cemented  tuna- 
pro'cesses**^^'  Hoyt  and  Gilson  patents,  which  covered  competing 

In  1940  the  legal  status  of  six  of  the  pooled  patents  came  before  the  Federal 

the  Eastern  District  of  iUichigan,  which  held  all  the  patents 
iinahd  on  the  ground  that  not  any  of  them  disclosed  sufficient  noveltv  to  come 
within  the  requirenients  of  the  law.  In  the  view  of  the  court  each  patent  was 
simply  a slightly  diherent  treatment  of  well-known  combinations  of  materials  bv 
me  al  urgical  processes  equally  well  known.  General  Electric  Companu  et  al  v 
Industrial  Diamond  Coinpany  ei  al.  (33  F.  Supj ..  969) . Indicative  of  their  owners’ 
lack  of  confidence  in  the  validity  of  the.se  patents  is  the  fact  that  there  was  no 

Although  General  Electric  probably  could  have  proceeded  with  the  manufac- 
ture of  tungsten  carbide  without  relying  on  the  Krupp  patents  it  negotiated  a 
rartel  agreement  with  Krupp  in  1928  which  ])rovided  for  the  pooling  in  General 
Electric  of  all  present  mid  future  patents  covering  this  material  and  for  a lanre 
measure  of  control  by  General  Filectric  of  the  exploitation  in  the  United  States 
of  the  goods  produced  under  these  patents,  including  power  to  fix  (he  sale  and 
resale  prices  to  be  observed  by  itself  and  its  licensees  and  bv  Kruiip  and  Kriinn’s 
licensees  and  dealers.  The  pa,rties  also  agreed  lo  pool  all'technical  information 
relating  to  hard-metal  coinpo.sitions  and  jiroducts  and  to  cause  their  respective 

employees  to  di.sdose  and  assign  their  inventions  to  Krupp  and  General  Electric 
respectively. 

After  this  agreement  was  made  there  remained  in  the  United  States  at  least 
SIX  sources  of  supply;  Geiieral  Electric,  Krupp.  Union  Wire  Die  Corp.,  Thomas 
I rosser  & Son,  Firth-Sterlmg  Steel  Co.,  and  Ludlum  Steel  Co. 

Carboloy  Co.,  Inc.,  a subsidiary  of  General  F]lectric,  Avas  incorporated  to  ex- 
ploit  this  business  In  1927  and  1928,  under  competitive  conditions,  the  price  of 
tungsten  carbide  had  been  $o0  per  pound.  At  that  time  the  cost  of  producing  a 
pound  was  about  SIO.  As  soon  as  the  cartel  arrangement  gave  C-'arbolov  tlu* 
power  to  fix  prices  it  raised  the  price  to  $453  pi-r  pound,  wliich  is  one  and  one-half 
times  the  price  of  gold  and  45  times  the  cost  of  production.  The  purpo.se  of  fix- 
ing such  excessively  high  prices  appears  to  have  been  to  reduce  sales  and'therebv 
make  the  handling  of  tungsten  carbide  so  unattractive  to  Carbolov’s  remainin'<>- 
competitors  that  they  would  consent  to  leave  the  field  to  Carboloy.'  It  had  that 

enect.  In  1934  Ludlum  hteel  .sold  to  Carboloy  its  license  to  manufacture  therebv 
eliminating  one  competitor.  ’ ' • 

In  1936  Krupp  agreed  to  cease  shipping  tungsten  carbide  to  the  United  States, 
lhat  company,  of  course,  did  not  give  up  the  American  market  without  exacting 
a consideration.  There  was  a large  payment  of  monev  and  General  Electric  and 
Carboloy  agreed  nut  to  export  any  hard-melal  compositions  from  the  United 
States.  Ihiis  one  American  manufactiirer  by  contract  clo.sed  to  .American  in- 
dustry  substantially  the  entire  foreign  market  in  this  field. 

Thereafter  Carboloy  acquired  the  business  of  Thomas  Prosser  & Son  by  pur- 
chase,  taking  a covenant  from  the  vendor  to  refrain  from  competing.  In  1937 
t^  competition  of  American  ire  Die  Corp.  was  eliminated  in  the  same  manner 
The  purchase  price  was  nearly  $1,000,000,  and  the  principal  owner  of  Union  Wire 
Die  was  put  on  the  pay  roll  of  Carboloy.  Carboloy  failed,  how'ever,  in  a similar 
attempt  to  purchase  the  business  of  the  Firth-Sterling  Co.  By  these  transactions 
Carboloy  acquired  virtually  a complete  monopoly  of  the  manufacture  of  cemented 
tungsten  carbide  in  the  United  States,  ^ot  till  this  process  had  been  almost 
completed  did  it  make  sub.stantial  reductions  in  price. 

Even  with  these  reductions  the  fixed  prices  on  tungsten  carbide  w^ere  extremely 
high  as  late  as  1940.  At  that  time  the  Frankfort  Arsenal  of  the  United  States 
Army  asked  for  bids  on  1,000  pieces  of  this  material.  Following  Carboloy’s 
price  schedule  Firth-Sterling  Steel  Co.  submitted  a bid  of  $8,730.  but  L.  Gerald 
rirth,  president  of  the  company,  was  so  dissatisfied  with  the  situation  that  on 
January  25,  1940,  he  said  in  a letter  to  the  Federal  Trade  Commission: 

These  ceniented  carbide  tools  and  dies  are  a most  essential  requirement  of 
munition  and  mass-production  manufacture.  Our  present  costs  show  that 
we  should  be  able  to  sell  at  far  low^er  pricers  than  the  present  prices.  Large 
quantities  of  this  material  are  now  being  manufactured  in  Germany,  England 
and  France,  many  tinies  the  total  production  of  the  United  States.  This 
situation  is,  in  our  opinion,  brought  about  by  the  unreasonably  high  prices 
at  which  we  are  compelled  to  sell  and  by  the  very  unfair  scale  of  discounts 
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which  make  it  difficult  and  in  some  cases  impossible  for  the  small  user  to  use 
this  material.* 

In  an  oral  statement  to  the  Antitrust  Division  Mr.  Firth  said  that  a bid  of 
$3,375  would  have  given  his  company  a reasonable  profit  on  this  order.  This  is 
a difference  of  $5,355.* 

In  addition  to  fixing  horizontal  prices  for  tungsten  carbide,  Carboloy  fixed 
vertical  prices  by  requiring  tool  makers  using  the  composition  material  as  part  of 
their  tools  to  do  so  under  contracts  purporting  to  make  them  agents  of  the  sup- 
pliers of  the  carbide.  In  this  manner  Carboloy  controlled  the  prices  and  resale 
prices  of  unpatented  finished  tools  simply  because  they  contained  parts  fabricated 
from  tungsten  carbide. 

From  time  to  time  as  competitors  developed  rival  processes  and  materials 
they  were  brought  under  control  by  threat  of  patent  infringement  suits  which 
forced  them  to  enter  the  patent  pool.  In  this  manner  American  Cutting  Alloys 
Co.  and  American  Electro  Metal  Co.,  which  had  begun  to  manufacture  Cutanit, 
a material  containing  titanium  carbide,  under  their  own  patents,  w^ere  brought 
under  control  in  1933.  They  accepted  from  Carboloy  licenses  to  manufacture 
under  pooled  patents  whereby  their  production  was  restricted  to  certain  carbide 
compositions  and  their  prices  were  fixed  at  the  same  level  as  Carboloy's.  Sim- 
ilarly, when  companies  composing  the  so-called  Fansteel  group  commenced  mak- 
ing tantalum  carbide  they  were  brought  under  control  by  a contract  in  which 
they  agreed  to  pool  patents,  abide  by  Carboloy's  prices,  and  limit  their  manu- 
facture to  tantalum  carbide. 

In  nearly  the  same  manner,  Eisler  Electric  Co.  was  brought  into  the  pool  in 
1934.  The  agreement  limited  Eisler’s  production  of  hard  metal  composition  to 
750  pounds  per  year,  or  5 percent  of  the  total  production  of  Carboloy  and  its 
licensees,  whichever  was  larger. 

In  each  of  the  five  licenses  granted  by  Carboloy  the  licensee  agreed  to  license 
Carboloy  to  use  its  patents;  in  each  the  licensee  agreed  not  to  export;  and  in 
each  the  licensee  agreed  to  submit  to  the  fixing  of  prices  by  Carboloy. 

Many  American  concerns  made  unsuccessful  attempts  to  get  licenses.  Cru- 
cible Steel  applied  for  a license  in  1936  and  1937  and  w^as  refused.  The  Chrysler 
Corp.  and  the  General  Cable  Co.  were  refused  licenses  in  1938.  On  the  other 
hand,  when  the  Ford  Motor  Co.,  which  was  threatening  to  make  its  own  tungsten 
carbide,  asked  for  a license  to  manufacture,  Carboloy  temporized.  March  4, 
1936,  Robbins,  president  of  Carboloy,  wrote  to  Jeffries,  president  of  the  board 
of  Carboloy,  saying: 

With  reference  to  the  matter  of  the  request  for  shop  rights  for  the  manu- 
facture of  cemented  tungsten  carbide  by  the  Ford  Motor  Co.  We  have  not 
received  a formal  written  request  from  Ford  as  yet,  but  they  have  been 
repeatedly  after  us  to  answer  in  writing,  and  I have  insisted  that  they  must 
make  a formal  request  before  I wull  answer  in  writing.  I have  done  this 
mainly  to  stall  off  the  proposition. 

I hesitate,  even  upon  receipt  of  a written  request  from  Ford,  to  answer 
this.  The  nature  of  the  answer  may  have  a far-reaching  effect,  particularly 
to  further  disturb  the  Ford  Motor  situation.  How  would  you  feel  about 
advising  the  Ford  Motor  Co.  when  we  do  receive  their  request  that  we  would 
like  to  operate  in  the  capacity  of  being  as  cooperative  as  we  can  with  regard 
to  handling  the  matter  with  them  and  then  close  up  by  telling  them  that 
we  will  be  glad  to  discuss  the  matter  with  them  in  great  detail  at  their 
convenience.® 

Price  levels  in  the  United  Slates  under  the  patent  pool  in  comparison  with  German 
prices 

During  1927  and  1928  tungsten  carbide  in  the  United  States  sold  at  about  $50 
per  pound.  By  1929  Carboloy  was  near  enough  to  monopoly  control  to  raise 
the  maximum  price  to  $453  per  pound.  This  remained  the  maximum  price  till 
October  1,  1936.  The  minimum  ranged  from  $225  to  $360,  with  some  additional 
discounts  on  quantity  purchases.  On  October  1,  1936,  with  Krupp  and  its 
licensees  eliminated,  Carboloy  lowered  maximum  prices  to  a little  over  $200  per 
pound  and  granted  discounts  based  on  the  volume  of  purchase.  Only  a few  very 
large  buyers,  however,  such  as  Ford  and  General  Motors,  were  granted  large  dis- 
counts. This  condition  continued  to  August  30,  1940,  when  the  first  indictment 

« Id.,  vol.  1,  pp.  219-220. 

* Id.,  p.  43. 

• Id.,  pp.  7fr-77. 
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wag  returned.  The  next  day  the  various  companies  in  the  carbide  business 
announced  substantial  reductions. 

In  1935  a piece  of  tungsten  carbide  weighing  10  grams,  which  is  the  average 
size  used  in  American  industry,  cost  about  $8  in  the  United  States  and  $1.75  in 
Germany;  a piece  weighing  30  grams  cost  $12.50  in  the  United  States  and’$2  in 
Germany.  In  1939  the  price  of  a 10-gram  piece  was  $1.40  in  Germany  and  ranged 
from  $2.10  to  $4.50  in  the  United  States,  depending  on  the  number  of  pieces  and 
the  20-gram  piece  sold  at  $2.24  in  Germany  and  at  $4.20  to  $9  in  the  United 
States. 

Restriction  of  use  resulting  from  exorbitant  'prices 

In  a 24-month  period  prior  to  September  17,  1931,  General  Electric,  which 
manufactured  tungsten  carbide  solely  for  its  own  use,  made  and  used  11,310 
pounds  as  compared  with  8,854  pounds  made  by  Krupp,  Carboloy,  Firth-Sterling, 
and  Ludlum  for  the  use  of  the  rest  of  the  country.  The  material  cost  General 
Electric  about  $8  per  pound,  which  was  about  one-fiftieth  of  what  its  competitors 
were  paying.  Commenting  on  this  situation  in  a letter  to  the  office  employees 
suggestion  committee.  Miller,  one  of  General  Electric’s  engineers  in  its  Schenec- 
tady plant,  said: 

About  60  percent  of  all  our  applications  in  the  Schenectady  plant  have  been 
and  are  on  the  machining  of  various  steels,  particularly  such  hard  work  as 
cold-rolled  steel,  drop  forgings,  and  castings.  Now  the  principal  reason  for 
these  various  vendors  not  selling  their  tools  for  machining  steel  which  is  such 
an  important  item  in  the  machine-shop  industry  today  is  that  the  prices  they 
have  to  maintain  for  the  carboloy  does  not  allow  them  to  put  on  carboloy 
enough  to  stand  machining  operations  on  steel.  From  a study  of  our  draw- 
ings compared  with  the  Carboloy  Co.  drawings,  for  instance,  it  will  be  seen 
that  we  use  from  two  to  three  times  the  depth  of  carboloy  that  they  do.  We 
are,  therefore,  as  backers  of  the  Carboloy  Co.  and  other  licensees  in  the  absurd 
position  of  exploiting  a cutting  tool  which  is  limited  to  cast  iron  and  a few 
alloys.^ 

In  1935  Germany  was  using  about  12  times  as  much  tungsten  carbide  as  the 
United  States  although  its  total  steel  production  was  less  than  half  of  ours.  It  was 
using  roughly  22  times  as  much  carbide  per  unit  of  steel  as  this  country  and  its 
automobile  industry  was  using  20  tim.es  as  much  of  this  material  per  automobile  as 
American  industry.* 

It  is  scarcely  necessary  to  say  that  the  outrageous  prices  charged  for  tungsten 
carbide  were  a tremendous  handicap  to  American  industry  in  producing  high-speed 
steel  products  during  the  prewar  years.  Obviously  such  prices  seriously  retarded 
the  production  of  the  munitions  of  war  we  were  then  manufacturing  for  ourselves 
and  our  future  allies. 

Creating  a monopoly  by  pooling  patents  of  doubtful  validity 

From  the  beginning  the  piatents  placed  in  the  patent  pool  were  of  doubtful 
validity  and  this  fact  was  recognized  by  the  owners.  When  competitors  came  into 
the  field  backed  by  new  patents  they  were  invited  and  more  or  less  driven  into  the 
patent  pool.  In  this  way  the  pool  acquired  rights  under  various  patents,  such  as 
the  patents  covering  tantalum  carbide  and  titanium  carbide. 

In  1933,  when  American  Cutting  Alloys  (P.  and  American  Electro  Metal  Co. 
began  to  manufacture  a competing  product  called  cutanit  from  titanium  carbide 
under  their  own  patents,  they  were  brought  under  control  by  being  persuaded  to 
accept  a license  from  Carboloy  under  pooled  patents,  their  sale  prices  being  fixed 
by  Carboloy.  Carboloy’s  own  view  as  to  the  insecurity  of  its  patent  situation  is 
shown  by  a statement  by  Mr.  Mallory  of  Carboloy  to  Mr.  Jeffries,  president  of 
Carboloy,  in  which  he  saj  s: 

dur  patents  may  be  broad  enough  to  cover  this  product.  Mr.  Bristol 
seems  to  feel,  however,  that  if  this  product  is  radically  different  in  the  results 
obtained  as  well  as  different  in  its  constituents  and  in  its  method  of  manufac- 
ture, the  broader  claims  of  our  patents  would  be  subject  to  a great  deal  more 
scrutiny  than  is  the  case  with  a product  that  is  more  similar  to  our  own.* 

The  mutual  licensing  agreements  entered  into  covered  hard  metal  compositions 
containing  titanium,  vanadium,  zirconium,  boron,  and  silicon.'* 

This  monopoly  was  promoted  by  using  the  following  policies:  (1)  A policy  of 
filing  patent  infringement  suits  against  all  intruders  in  the  field,  which  were 
settled  by  restrictive  cross-licensing  agreements;  (2)  a policy  of  avoiding  judicial 

' Id.,  pp.  93-94. 

* From  a paper  by  Dr.  Ernst  Amman,  a director  of  Krupp. 

® Senate  Committee  on  Patents  hearings,  vol.  1,  pp.  71, 30H-:309. 

« Id.,  p.311. 
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determination  of  the  validity  of  the  pooled  patents;  and  (3)  a policy  of  suppressing 
technical  information  gained  by  parties  to  the  pool. 

For  example,  in  1934  Karl  Schroeder,  the  Osram  engineer  to  whom  had  been 
granted  the  principal  patents  contributed  by  Krupp  to  the  patent  pool,  discussed 
tungsten  carbide  in  two  articles  published  in  the  Iron  Age.  Apparently  fearing 
that  such  articles  might  reveal  the  weakness  of  the  patents  covering  tungsten 
carbide,  Scudder  of  General  Electric  sent  a letter  of  protest  to  the  company’s 
representative  in  Germany  in  which  he  said: 

We  are  much  surprised  that  Mr.  Schroder  was  permitted  to  publish  an 
article  of  this  kind  without  first  having  submitted  it  to  the  General  Electric 
patent  department.  As  I believe  you  fully  appreciate,  sometimes  articles 
written  by  an  inventor  from  whom  we  have  the  patent  rights  may  be  em- 
barrassing to  us  and  may  be  used  against  us  in  case  we  have  to  bring  infringe- 
ment suits  which  involve  the  patents  of  that  inventor  or  even  patents  of  a 
more  or  less  similar  nature.  * ♦ * 

* * * As  you  know  we  have  in  this  company  a rigid  routine  which 

provides  that  all  articles  written  by  our  employees  before  publication  must 
be  submitted  to  the  patent  department  in  order  to  see  that  no  statements 
are  made  which  may  affect  our  patent  situation.^* 

Vertical  price  maintenance 

We  have  pointed  out  that  General  Electric  and  Carboloy  used  vertical  as  well 
as  horizontal  price  control.  This  was  accomplished  by  means  of  so-called  agencj’ 
contracts  made  between  Carboloy  and  its  agents  on  the  one  hand  and  American 
tool  makers  on  the  other. 

Tungsten  carbide  is  never  used  alone  but  is  always  attached  to  a tool  in  which 
it  is  the  cutting  edge.  In  such  a combination  the  tungsten  carbide  blank  is  the 
minor  portion  of  the  cost  of  the  completed  tool.  For  example,  a typical  tool, 
priced  at  $8,40,  had  a 5-gram  carbide  edge  selling  for  $1.80.  Nevertheless, 
Carboloy  fixed  the  price  at  which  its  so-called  agents  might  sell  the  finished  tool, 
the  major  part  of  which  was  unpatented. 

II.  ABUSE  OF  PATENTS  IN  CONNECTION  WITH  THE  MANUFACTURE  AND  SALE  OF 

HARDBOARD:  united  states  V.  masonite  CORPORATION  ET  AL.  (Ill) 

Hardboard  is  a grainless,  synthetic  board  made  from  wood  chips  or  some  other 
similar  cellulose  substance  by  processes  employing  intense  heat  and  heavy  pres- 
sure. It  is  used  by  the  building  industry  for  paneling,  flooring,  and  ceilings. 
It  is  also  used  in  the  manufacture  of  many  articles,  such  as  furniture,  toys,  pleas- 
ure boats,  and  automobiles. 

Insulation  board  also  is  a synthetic  board  produced  in  much  the  same  manner 
as  hardboard,  but  is  softer  and  lighter,  has  less  tensile  strength,  and  is  less  resist- 
ant to  water.  It  is  used  for  insulation  by  the  building  industry. 

The  production  of  synthetic  hardboards  and  insulation  boards  commenced  in 
1926.  The  Masonite  Co.  was  one  of  the  pioneers  in  this  development  and 
Celotex  Corp.,  Insulite  Co.,  Armstrong  Cork  Co.,  National  Gypsum  Co., 
Certain-Teed  Products  Corp.,  Wood  Conversion  Co.,  Dant  & Russell,  Inc., 
Flintkote,  and  Johns-Mansville  Sales  Corp.  started  manufacture  a few  years 
later.  All  maintained  sales  organizations  and  to  a large  extent  sold  in  the  same 
market. 

In  1928  Masonite  secured  four  patents  covering  hardboard  and  the  processes 
used  in  making  it.  Celotex  had  developed  a process  for  making  hardboard  from 
bagasse,  a waste  product  from  the  grinding  of  sugar  cane,  and  held  several  patents 
covering  this  process.  Beginning  manufacture  in  1929,  Celotex  made  800,000 
square  feet  year,  and  by  1933  had  increased  its  production  to  12,000,000 
square  feet.  The  product  was  sold  at  lower  prices  in  competition  with  Maso- 
nite’s hardboard. 

In  1928  Masonite  notified  Celotex  that  it  was  infringing  Masonite’s  patents 
and  several  conferences  ensued  to  avoid  patent  litigation  by  cross-licensing.  No 
agreement  was  reached  and  in  1931  Masonite  sued  Celotex  for  infringement  of 
one  of  its  patents.  The  district  court  held  Masonite’s  patent  valid  but  not 
infringed.*^  How'ever,  on  appeal  the  Circuit  Court  of  Appeals  of  the  Third  Cir- 
cuit in  a 2 to  1 decision  held  Masonite’s  patent  valid  and  ftifringed.^^  WTiile  the 

« Id.,  pp.  114-115. 

U.  S.  V.  Masonite  Corporation,  316  U.  S.  265,  267. 

13  Masonite  Corporation  v.  Celotex  Company,  1 F.  Supp.  494. 

i«66  Fed.  (2d)  451. 
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case  was  pending  on  petition  for  writ  of  certiorari  to  the  Supreme  Court  the 
mrties  compromised  the  litigation  by  entering  into  a so-called  agency  agreement. 
Masonite^  designated  Celotex  as  its  “agent”  and  “del  credere  factor”  to  seU 
Masonites  hardboard  and  Celotex  expressly  acknowledged  the  validity  of  Maso- 
nite shardboard  patents  for  the  period  of  the  agreement.  Masonite  agreed  to 
manufacture  desigriated  hardboard  products  and  to  ship  them  on  order  to  any 
place  in  the  United  States.  Ihe  nimimum  price,  maximum  terms,  and  condi- 
tpis  of  sale  at  which  the  ‘agent”  might  sell  were  to  be  fixed  by  Masonite  from 

u the  ^me  at  which  Masonite  sold  its  to  own  customers. 

maximum  price  it  was  required  to  pay  damages 
at  a fixed  rate.  The  agent  was  to  be  compensated  for  its  services  by  receivme 
a specified  sum  as  conrimission  which  it  miglit  deduct  from  the  list  price  in  making 
its  remittance.  The  agent  could  sell  only  to  the  construction  industry  Maso- 
nite  reserving  for  itself  the  industrial  market.  ‘ ’ 

provisions  in  the  agreement  tending  to  show  that  the  relation- 
ship of  Celotex  and  Masonite  was  not  that  of  agent  and  principal.  Celotex  was 
to  pay  the  freight  and  other  transportation  costs  and  taxes  of  all  kinds  on  the  goods 
sent  to  It  by  Masonite;  to  carry  insurance  at  its  own  cost  on  all  goods  received;  to 
pay  by  a fixed  time  half  of  the  cost  of  the  goods  received  even  if  the  goods  had  not 
then  been  sold;  and,  on  termination  of  the  contract,  to  purchase  all  products 
consigned  to  it  and  not  sold.  Celotex  might  not  use  the  name  Masonite  in 
connection  with  the  sale  of  Masonite  goods,  but  ^Iasonite  agreed  to  mark  the 
goods,  if  desired,  with  the  name  of  the  “agent”  or  of  the  “agent’s”  customers  « 
^ a.sonite  agreed  to  i.ssue  to  the  “agent”  a license  to  manufacture  and  sell 
hardboard  under  its  patents  ifiion  payment  of  designated  sums — S200  000  if  the 
license  should  be  issued  prior  to  December  31,  1934,  and  decreasing  amounts  if 
issued  at  subsequent  dates.'^ 

Shortly  after  making  this  agreement  witli  Celotex,  Ma.sonite  sent  to  its  other 
TOinpetitors  pressed  contracts  of  the  same  character  and  Johns-^Ianville  Sales 
Corp.  National  Gypsum  Co.  Armstrong  Newport  Co.,  Hawaiian  Cane  Products, 
Ltd.,  and  \V  ood  Conversion  Co.  executed  identical  agreements  with  Masonite  on 
various  dates  between  October  31,  1933,  and  June  25,  1934.  As  each  agreement 
was  made  Masonite  informed  the  other  party  to  the  contract  of  the  existence  and 
terms  of  prior  agreements,  and  as  each  contract  was  made  Masonite  sent  copies 
to  the  companies  that  had  previously  executed  similar  contracts.*’’ 

Insulite  a manufacturer  of  large  quantities  of  insulation  board,  began  manufac- 

<■  f Production  varied  from  4,500,000 

to  9,000,000  square  feet  of  hardboard  annually,  which  appears  to  have  been  sold 
at  prices  lower  than  Masonite’s.  In  1933  Masonite  threatened  action  for  patent 
infringement  and  demanded  that  Insulite  stop  making  hardboard  and  accept  an 
agency  agreement  for  the  sale  of  Masonite’s  product.  When  Insulite  refused 
Masonite  brought  suit  against  a dealer  who  liandled  Insulite’s  hardboard  cliarging 
infrmgement  of  one  of  Masonite’s  patents,  but  before  the  case  reached  trial  neco- 
tiations  between  Masonite  and  Insulite  resulted  in  the  execution  of  an  agreement 
similar  to  the  earlier  agreements.  In  addition  to  the  usual  terms  this  agreement 
provided  that  Masonite  should  dismiss  its  patent  suit  and  should  purchase  a press 
from  Insulite  and  lease  it  to  tins  company  on  condition  that  it  be  used  only  to 
manufacture  hardboard  of  the  type  formerly  made  by  Insulite  and  that  the  prod- 
uct be  sold  only  for  export. 

1 both  Insulite  and  Masonite  had  applications  for  patents  relating  to 

hardboard  pending  m the  Patent  Office.  Certain  claims  of  these  applications 
were  involved  m interference  proceedings.  Masonite  contending  that  Insulite  was 
infringing  its  patents  in  Finland.  The  interference  proceedings  were  settled  by  a 
contract  m which  Masonite  conceded  priority  to  certain  patent  claims  of  Insulite 
and  Insulite  gave  Masonite  an  exclusive  rovaltv-free  license  under  all  Insulite 
patents  and  patent  applications  relating  to  hardboard.  Tlie  alleged  infringement 
Insulite  w patents  was  settled  by  the  assignment  of  these  patents  to 

iSuniinarizing,  we  note  that  the  agreements  between  Masonite  and  its  competi- 
tors were  in  restraint  of  trade  in  the  following  ways: 

1.  By  fixing  prices.  Every  party  to  such  an  agreement  had  to  .sell  hard- 
board at  prices  fixed  by  Masonite. 

2.  By  dividing  customers.  The  so-called  agents  might  sell  only  to  the 
construction  trade,  Masonite  reserving  the  industrial  field  for  itself. ' 

U.  S.  V.  Masonite  CoTporation,  supra,  pp.  270-273. 
ifi  Id.,  pp.  272-273. 

Id.,  p.  2T)9. 

Id.,  p.  209. 

*8  Id.,  pp.  273-274. 


ECONOMIC  CONCENTRATION  AND  MONOPOLY 


221 


3.  By  cutting  off  production  of  competing  products.  The  competitors  of 
Masonite  were  prevented  from  making  hardboard  while  the  agreements  were 
in  force  because  the  cost  of  securing  a license  to  manufacture  was  prohib- 
itively high. 

Masonite’s  agreements  with  its  competitors  appear  to  have  been  an  important 
factor  in  bringing  about  a big  increase  in  the  price  of  hardboard  between  1933  and 
1940.  In  1933  Celotex  and  Insulite  were  competitors  of  Masonite  in  the  hard- 
board field,  their  sales  being  about  16  million  square  feet  of  their  own  manufacture 
compared  with  Masonite’s  45  million.  Masonite’s  sales  rose  from  45  million 
square  feet  in  1933  to  244  million  in  1940.  During  the  same  period  Celotex’s  sales 
increased  from  12  million  to  24  million  and  Insulite’s  from  4 million  to  6 million. 20 
It  is  significant  that  during  this  time,  in  spite  of  the  enormous  increase  in  sales 
the  average  price  charged  by  Celotex  and  Insulite  for  a square  foot  of  hardboard 
rose  from  3.15  cents  in  1933  to  4.95  cents  in  1940,  an  increase  of  about  57  percent, 
whereas,  during  the  same  period  the  price  charged  by  Celotex  for  insulation  board, 
in  which  there  was  still  competition  in  price,  rose  from  2.59  to  3.30  cents,  an 
increase  of  27  percent,  and  the  price  charged  by  Insulite  from  2.28  to  2.67  cents, 
an  increase  of  17  percent .21 

The  Supreme  Court  condemned  the  arrangement  between  Masonite  and  its 
competitors  on  the  ground  that  Masonite  went  beyond  its  legitimate  patent  right 
and  used  the  marketing  agencies  of  its  competitors  and,  through  concerted  action 
with  them,  fixed  the  price  at  which  they  might  market  its  product.22 

III.  ABUSE  OF  PATENTS  IN  CONNECTION  WITH  THE  MANUFACTURE  AND  SALE  OP 

glassware:  united  states  V.  HARTFORD-EMPIRE  company  ET  AL.  (469)  46  F. 

8UPP.  25i;  323  U,  S.  386;  324  U.  S.  670. 

Present-day  methods  of  manufacture 

The  transition  from  the  ancient  art  of  glass  blowing  to  machine  manufacture 
of  glass  took  place  in  1903,  when  Michael  J.  Owens  developed  a fully  automatic 
machine  for  blowing  bottles.  This  machine  could  produce  more  than  10,000 
bottles  every  8 hours  as  compared  with  the  600  to  800  a skilled  hand  blower  could 
turn  out  in  a da3^ 

The  principal  raw  materials  for  the  common  varieties  of  glass  containers  are 
sand,  soda  ash,  and  limestone,  but  broken  glass  is  generally  added  to  the  mixture. 
This  material  is  fed  into  the  hottost  portion  of  a specially  designed  furnace,  be- 
comes molten  and  flows  slowly  to  a place  where  it  is  fed  into  the  bottle-making 
machine. 

In  the  Owens  machine  the  molten  glass  flows  into  a slowh’  rotating  pot  and 
iron  molds  mounted  on  arms  radiating  from  a central  pillar  revolve  in  such  a 
manner  that  each  mold  during  a part  of  its  revolution  passes  over  the  pot  o J 
molten  glass.  At  this  point  the  mold  is  lowered  until  the  open  end  touches  the 
molten  glass  and  then  the  mold  sucks  up  a charge  of  glas.s,  rises,  and  moves  on. 
The  upper  end  of  the  cavity  in  the  mold  contains  a plug  against  which  the  charge 
is  forced,  thus  forming  the  opening  that  later  becomes  the  neck  of  the  bottle. 
In  this  manner  the  glass  is  shaped  into  a form  roughly  approximating  the  shape 
of  the  finished  bottle.  The  first  mold  then  divides,  the  finishing  mold  takes 
its  place,  and  the  molten  glass  is  blown  mechanically  into  its  final  form.  This 
method  is  called  the  suction  process. 

By  1917  the  competitors  of  Owens  in  the  glass  container  field  had  developed 
the  gob-feed  process  of  delivering  the  glass  into  the  forming  machine.  The 
equipment  for  the  gob-feed  proce.ss  consists  of  a furnace  tank  with  a covered 
channel  leading  the  molten  glass  from  the  tank  to  an  opening  in  the  bottom  of 
the  channel,  a feeder  for  introducing  molten  glass  into  the  molds,  and  a forming 
machine  for  shaping  the  bottles.  The  glass  is  fed  from  the  opening  in  the  bottom 
of  the  channel  by  a mechanism  which  causes  the  glass  to  be  extruded  in  gobs 
roughly  approximating  the  shape  of  the  molds  into  which  the^’  fall.  Just  below 
the  opening  is  a pair  of  shears  that  cuts  off  the  gob  of  glass  and  allows  it  to  fall 
into  the  mold.  The  finishing  operation  maj"  have  many  variations,  but  is  similar 
to  that  in  the  suction  process.  Since  1917  nearly  all  ordinary  bottles  have  been 
made  by  one  or  the  other  of  these  processes. 

After  the  containers  have  received  their  final  form  they  are  placed  by  automatic 
machinery  on  a conveyor  belt,  which  carries  them  slowl>’  through  a heated  oven, 

20  The  figures  are  lor  the  nearest  accounting  year. 

92  Records  & Briefs,  Oct.  Term,  1941,  Case  No.  723,  pp.  839,  841. 

2*  United  States  v.  Masonite  Corp,,  supra,  pp.  278-279. 
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or  lehr,  in  which  the  temperature  of  the  bottles  is  lowered  so  slowly  that  internal 
strains  are  relieved  without  causing  breakage.  This  process  is  called  annealing.*^ 

Status  of  the  glass  industr7j  in  the  United  States  in  1939 

In  1939,  when  the  Government  brought  suit  for  violation  of  the  Sherman  Act 
against  the  companies  controlling  the  manufactun^  and  distribution  of  glass  and 
glass-making  machinery,  the  Owens-Illinois  Glass  Co.  (hereinafter  called  Owens) 
was  the  largest  manufacturer  of  glass  containers  in  the  United  States.  It  produced 
27  percent  of  the  total  output  on  suction  machines  and  a small  additional  amount 
on  gob-feed  machines.  It  owned  important  interest-s  in  patents  covering  machin- 
ery and  processes  for  the  manufacture  of  glass  and  shared  in  the  license  fees 
collected  by  Hartford-Empire  Co.  (hereinafter  called  Hartford)  for  the  use  of 
its  patents  and  machinery. 

Hartford  owned  or  controlled  substantially  all  the  gob-feed  patents  in  the  glass- 
container  field  and  was  the  sole  licensor  and  distributor  of  the  gob-feeder  in  this 
country.  All  but  three  manufacturers  of  glass  containers  using  gob-feed  machines 
were  licensees  of  Hartford  and  these  three  produced  only  3.4  percent  of  the 
country’s  output.  Two  of  these  were  being  sued  bv  Hartford  for  patent  infringe- 
ment.^ 

Corning  Glass  Works  (hereinafter  referred  to  as  (Corning)  w'as  one  of  the  largest 
manufacturers  of  glass  products  in  the  United  States,  producing  primarily  incan- 
descent bulbs,  signal  and  optical  ware,  heat  resistant  ware  (Pyrex),  and  other 
forms  of  specialty  ware. 

Empire  Machine  Co.  (hereinafter  referred  to  as  Empire)  was  originally  organ- 
ized by  Corning  in  1909  as  a patent  holding  and  developing  company.  In  1922 
it  combined  with  Hartford-Fairmont  to  form  Hartford-Empire  Co. 

Hazel-Atlas  Glass  Co.,  which  dealt  primarily  in  wide-mouth  ware,  was  the 
second  largest  maker  and  distributor  of  glass  containers.  Thatcher  Manufactur- 
ing Co.  was  the  largest  manufacturer  and  distributor  of  milk  bottles,  and  Ball 
Bros,,  of  fruit  jars.  The  Glass  Container  Association  was  a statistical  association 
of  which  nearly  all  glass  manufacturers  were  memfcers.^® 

Building  the  monopoly 

Immediately  after  perfecting  his  inventions  Michael  J.  Owens  assigned  exclusive 
rights  in  the  suction  method  to  the  Owens  Glass  Co.  and  this  company  divided  the 
field  by  granting  exclusive  rights  to  Baldwin-Travis  (later  purchased  by  Thatcher) 
in  the  milk-bottle  field,  to  Hazel-Atlas  in  the  wide-mouth  container  field,  to  Illinois 
Glass  Co.  (the  business  of  which  was  later  acquired  by  Owens)  in  the  narrow-neck 
field,  and  to  Bali  Bros,  in  the  fruit-jar  field.  In  granting  such  licenses  Owens 
required  each  licensee  to  transfer  substantial  stock  interests  in  exchange  for  the 
license.^® 

After  1908,  when  the  Owens  Glass  Co.  commenced  manufacturing  glassware, 
its  policy  was  to  license  the  manufacture  of  only  those  types  of  bottles  not  made 
by  itself.  From  time  to  time  it  extended  its  control  over  the  industry  by  acquiring 
the  assets  or  stock  of  competing  manufacturers,  in  this  manner' absorbing  11 
competing  companies  during  the  period  from  1908  to  1935. 

There  were,  however,  several  strong  competitors  that  could  not  be  acquired  or 
driven  from  the  field,  the  mo^t  important  of  which  were  Hartford-Fairmont,  Em- 
pire, and  Corning.  About  1915,  before  securing  any  patents,  Hartford-Fairmont 
planned  with  Empire  and  Corning  to  obtain  a patcmt  monopoly  for  the  purpose 
of  controlling  glass-making  machinerj*  and  to  use  the  power  so  obtained  to  fix 
prices  and  regulate  production  of  glassware.  The  plan  required  action  on  two 
fronts:  To  acquire  enough  patent  rights  from  others  to  eliminate  competing  man- 
ufacturers or  induce  them  to  enter  the  conspiracy  and  to  obtain  patents  with 
broad  claims  from  the  Patent  Office. 

In  this  drive  for  supremacy  Hartford-Fairmont  sought  to  get  patents  covering 
every  link  in  the  glass-making  process:  Melting  and  refining,  forming,  automatic 
handling,  carrying,  stacking,  and  annealing.  If  successful,  it  might  lose  domina- 
tion of  one  or  more  links  and  still  substantially  retain  control  over  the  field  by 
dominating  the  most  efficient  form  of  the  other  links. 

When  Hartford’s  first  feeders  were  put  into  production  in  1917  it  adopted  the 
policy  of  retaining  title  to  the  machines  and  leasing  them  for  a term  of  years, 
usually  8 or  10,  leasing  them  only  to  selected  maruifacturers,  declining  to  lease 

M U.  S.  Department  of  Justice,  I'he  Manufacture  of  Glass  Bottles. 

« Government  brief,  Hartford-Empire  case,  Supreme  Court,  pp.  C-7. 

U Id.,  pp.  54&-M7. 

^ Id.,  pp.  3&-37. 
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them  to  probable  price  cutters,  and  limiting  the  field  of  manufacture  to  specific 
articles.*^ 

The  1916  agreement 

In  1916  patent  applications  of  Empire’s  inventor,  Chamberlin,  were  declared 
in  interference  with  applications  of  Hartford-Fairmont’s  engineer,  Peiler,  which 
involved  the  paddle  feeder.  Empire  wanted  exclusive  rights  to  use  this  feeder 
in  connection  with  a machine  for  forming  glass  bulbs.  Hartford  wanted  exclu- 
sive rights  in  the  inventions  of  Empire  for  use  in  connection  with  the  manufacture 
of  ordinary  glass  containers.  The  two  companies  accordingly  agreed  that  Em- 
pire should  be  granted  an  exclusive,  royalty-free  license  under  Hartford  s patents 
and  applications  relating  to  the  paddle  feeder  for  the  manufacture  of  bulb^  signal 
and  optical  ware,  chemical  resistant  and  heat-resistant  ware,  oven  ware,  and  mold- 
blown  electrical  wai-e.  Hartford  received  a similar  license  under  Empme  s patents 
and  applications  in  the  field  of  pressed  glassware  and  ordinary  containers. 

Joint  purchase  of  the  Steimev  feeder  patent  application 

In  1917  Hartford  and  Empire  jointly  purchased  the  Steimer  feeder  application 
because  their  officers  believed  it  might  be  held  to  dominate  Hartford’s  paddle 
feeder  and  the  heated-hood  device  invented  by  Peiler.  Rights  under  the  patents 
acquired  were  divided  along  the  lines  of  the  1916  agreement.** 

Acquisition  of  the  Hitchcock  patents 

By  1919  there  were  at  least  seven  manufacturers  of  feeders  whose  machines 
competed  with  Hartford’s.  As  a step  in  removing  this  comp  titiou  Hartford 
bought  the  Hitchcock  patents.  As  recorded  in  Hartford’s  minutes  the  purpose 
of  the  purchase  was  to  suppress  other  feeders,  particularly  that  of  Tucker,  R^ves  & 
Beatty  (hereinafter  called  T.  R.  & B.),  to  prevent  competitors  from  acquirmg  the 
Hitchcock  rights  and  to  safeguard  its  feeders  against  the  Hitchcock  claims.  Ike 
Federal  district  court  found  that  Hartford  believed  the  acquisition  ‘ might  be 
made  verv  useful  in  limiting  competition”  and  that  there  was  a good  chance  of 
“establishing  the  Hitchcock  patents  as  a pioneer  in  the  art  of  gob-feeding  and 
thereby  dominating  all  gob-feeding  devices.** 

Formation  of  Hartford-Empire 

In  1919  Hartford-Fairmont  and  Empire  were  each  engaged  in  independent 
feeder  developments  and  each  was  a potential  threat  to  the  other.  To  prevent 
such  competition  two  agreements  were  made  in  1922,  the  formation  agreement 
and  the  glass  contract.  The  formation  agreement  merged  most  of  the  assets  of 
each  in  a new  corporation  called  Hartford-Empire  Co.  The  stockholdersof 
ford-Fairmont  exchanged  their  stock  for  55  percent  of  the  stock  of  Hartford- 
Empire  and  Empire  assigned  to  Hartford-Empire  most  of  its  assets  in  exchange 

for  45  i)ercent  of  Hartford-Empire’s  stock.  , . ^ 

The  glass  contract  pooled  the  patent  rights  of  the  Hartford  and  the  Coming 
interests.  Under  this  contract  the  parties  divided  the  field  of  glassware  into  10 
divisions,  following  the  lines  of  the  1916  agreement.  As  a result,  to  protect 
Corning,  Haitford  thereafter  consistently  refused  to  allow  its  feeder  licensees  to 
use  its  machines  to  mamifacture  bulbs,  heat-resistant  ware,  oven^\are,  and  tubing 
and  cane.  There  are  at  least  eight  instances  of  applications  for  licenses  to  make 
heat-resistant  “pyrex,”  none  of  which  was  granted.^® 

Acquisition  of  the  Howard  patent 

The  Howard  Co.  distributed  an  efficient  feeder  less  expensive  to  construct  than 
the  Hartford  feeder  and  therefore  presented  a serious  threat  to  the  monopoly  plans 
of  Hartford  and  Corning.  From  1920  to  1922  Hartford  sought  to  acquire  the 
Howard  patent  in  order  to  achieve  domination  in  the  art  of  gob-feeding,  “to  secure 
a possible  hold”  on  the  feeding  device  then  owned  by  Owens,  to  eliminate  a feeder 
which  might  be  used  to  produce  glassware  in  competition  with  Corning,  and  to 
avoid  the  effect  of  possible  domination  by  Howard  of  certain  features  of  Hartford  s 
feeder.  The  following  statement  made  by  Smith  of  Hartford  to  his  board  of 
directors  throws  further  light  on  the  purpose  of  this  acquisition: 

♦ * * the  Howard  feeder  was  sufficiently  good  to  upset  trade  conditions 

in  general,  inasmuch  as  this  feeder  when  operated  by  the  small  glass  concerns 
would  permit  the  small  concerns  to  continue  to  exist  and  at  the  same  time 
quote  prices  which  would  be  detrimental  to  the  general  trade. 

^ Id.,  pp.  22-23. 

rt  Id.,  p.  2G. 

2*  Id.,  pp.  26-27. 

» Id.,  pp.  32-33. 
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In  1922  Hartford  acquired  control  of  the  Howard  business  includine  the  natent 
Hartford^sl  ^ thereafter  Howard’s  licensees  agreed’ to  take  ifcenses  from 

The  19^4  agreement  between  Hartford  and  Owens 

appearance  of  the  gob-feed  method  Owens  immediatelv  sought  to 
control  Ilf  monopoly  It  had  been  enjoying  under  its  suction  method  bv  acquiring 
control  of  all  gob-feedmg  concerns  and  patent  rights.  It  even  attemnted  to 

rejStefoIrens^Sof^^^^^  ‘'o  Fairmont,  but  that  company 

ejcctea  u\\en&  otter  of  J&2,000,000.  Owens  then  brought  suit  against  Hartford 

Fairmont  for  infringement  of  the  Brooke  patent  which  covered  one  of  its  feeding 
devices,  but  was  unsuccessful.^^  leeaing 

Officers  of  both  companies  then  began  to  look  for  a method  of  cooperation  At  a 
leeting  of  the  executive  committee  of  Hartford-Fairniont  in  November  i921  it 
was  agreed  that  “great  danger  might  occur  if  through  htigation  Sweei/o^^^ 

freefrZXack  lateTom  destroyed  so  as  to  leave  the  other  feeders 

wrot?  “^Ave  dkf  nlli  and  general  counsel  of  Fairmont 

. iu  believe  that  there  was  much  chance  of  Owens  being  able  to 

outside  feeders  when  we  were  on  the  other  side  of  the  fight  while  we 
doV”'3<^  ^ preponderance  of  chance  that  the  two  of  us  together  could 

*’>■  Carter  of  Owens,  in  Novem- 
the  Spr  executives  of  Owens  believed  “that  the  advantage  of  having 

fhn/tM  from  a business  standpoint 

have  tlie  field  Spen  Hartford  than  to 

In  1924  negotiations  between  Owens  and  the  Hartford  and  Corning  interests 

if  f providing  for  the  division  of  the  field.  The  Federal  district 

court,  found  that  the  purposes  of  the  parties  in  making  this  agreement  were: 

1.  lo  establish  the  price  of  glassware; 

2.  To  restrict  production; 

3.  To  exclude  outsiders  and  users  of  bottles  from  the  glassware  industry 

onH  r ^ monopoly  of  all  patents  relating  to  glass-making  iiiachinerv 

and  ehminate  the  competition  of  other  manufacturers  in  this  field- 

““  ‘0 

f ive  '>5  “"op'”"  o'  “ I'olfcy  of  restric- 

agreeunent  Owens  granted  Hartford  an  exclusive  license  under  all  of  its 
® and  forming  inventions,  even  excluding  itself  from  selling  or  licensing 
such  feeding  and  forming  machinery.  Hartford  in  return  granted  Owens  a non- 
exclusive license  to  make  and  use  machines  embodving  Hartford's  feeding  and 
fhp  fo*;the  manufacture  of  glass  containers.  Owens  also  scoured 

^9  of  Harrtord  s feeders  and  formers  royalty  free  up  to  $440  000. 
As  a further  consideration  Owens  was  to  receive  one-half  of  Hartford’s  total  income 
from  licensed  inventions  in  excess  of  $600,000.  These  arrangements  gave  Owe°ls 
an  advantage  over  its  competitors  which  in  1928  was  approximately  14  percent  of 

1»31.  22  perSt;  and 

Hartford  and  Owens  each  agreed  to  acknowledge  the  validity  of  the  other’s 
patents  and  agreed  to  assist  in  establishing  them  and  each  gave  the  other  the  right 
to  join  in  the  purchase  of  outside  patents.  ^ 

Section  22  of  the  1924  agreement  provided  that  Hartford  must  obtain  Owens’ 
^iisent  before  granting  licenses  on  machines  embodying  inventions  of  Owens 
1 tils  section  was  frequently  invoked  to  limit  comjietition.  Owens  vetoed  proposed 
extensions  of  the  held  of  at  least  four  of  Hartford’s  licensees.®^  ^ 

Concerted  action  to  secure  favorable  patents  from  the  Patent  Office 

After  the  1924  agreements  Owens  and  Hartford  worked  together  to  secure  all 
significant  patents  relating  to  feeding  and  forming  machines.  The  two  most 

Ayffior*  nnH  “1  the  field  of  glass-making  machinery  were 

.Miller  and  1.  K.  & B.  These  companies  owned  jiatents  which  might  interfere 

31  Id.,  pp.  33-35. 

^ JJom€T  Brooke  Glass  Co.,  etal.w  HarffoTd-FaiTmont  Company,  (C  C A 2) 

33  Government  brief,  supra,  r>. 39.  ^ cu. vv..  i..  .sj. 

34  Id.,p.4(). 

33  Id.,  p.  42. 

38  Id.,  pp,  50-59. 

3^  Id.,  pp.  56-57, 
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with  the  successful  assertion  of  broad  claims  to  a basic  position  for  Hartford^s 
Peiler  application  as  the  first  successful  feeding  device.  The  district  court  found 
that  after  the  1924  agreement  Hartford  and  Owens  combined  to  force  Miller  and 
T.  R.  & B.  to  sell  their  patents  and  businesses;  that  the  motive  was  to  eliminate 
the  opposition  of  these  companies  in  the  Patent  Office;  and  that,  in  order  to  force 
them  to  sell,  Hartford  and  Owens  determined  to  harass  them  in  the  Patent 
Office  and  in  the  courts.^®  By  combining  other  applications  acquired  with  its  own 
Peiler  application  in  an  attack  upon  the  applications  of  these  competitors  in  the 
Patent  Office,  Hartford  succeeded  in  having  11  interferences  declared  and  its 
competitors  had  to  assume  the  burden  of  meeting  79  claims.®®  Owens  joined  in 
the  pressure  to  put  these  competitors  out  of  business  by  bringing  a suit  on  the  Ix>tt 
patents  against  T,  R.  & B.  and  later  a similar  suit  against  Miller.^® 

Acquisition  of  W,  J,  Miller 

The  Miller  application  for  a patent  on  a feeding  device  was  a threat  to  the  suc- 
cessful prosecution  of  the  Peiler  application  of  Hartford.  This  appears  to  account 
for  the  joint  purchase  by  Owens  and  Hartford  of  the  Miller  application  on  July 
30,  1925.  Hartford’s  main  interest  was  to  secure  broad  patents  on  gob-feeders. 
Miller  claimed  a date  of  invention  as  early  as  1909  whereas  Peiler  claimed  1912. 
Not  having  filed  his  application  until  1919  Miller  could  not  prevail  in  the  inter- 
ferences unless  he  could  show  that  he  had  exercised  due  diligence  in  reducing 
the  invention  to  practice.  There  was,  however,  the  danger  that,  although  unable 
to  establish  his  own  right  to  priority,  Miller  might  establish  a prior  use  which 
would  make  it  impossible  for  Hartford  to  secure  broad  patents  on  gob-feeders. 
Hartford  accordingly,  before  consummating  the  purchase,  secured  Miller’s 
signature  to  an  affidavit  couched  in  words  leading  to  the  conclusion  that  Miller’s 
use  was  only  an  abandoned  experiment  or  a secret  use.  This  affidavit  was  sub- 
mitted to  an  arbitrator,  who  decided  in  favor  of  the  Hartford  applications  and 
adversely  to  Miller.  The  same  day  Miller  signed  concessions  of  priority  in  the 
pending  interference  and  sold  his  patent  rights  to  Hartford,  Owens  paying  one-half 
of  the  purchase  price.^^ 

Acquisition  of  T,  R,  & B, 

Primarily  to  secure  the  issuance  of  dominant  patents  and  to  eliminate  com- 
petition in  developing  and  licensing  feeding  machinery,  Hartford  and  Owens  on 
August  17,  1925,  jointly  acquired  the  patent  rights,  feeders,  and  licenses  of  T.  R, 
& B.  at  a cost  of  $1,600,000.  The  district  court  found  that  this  acquisition  was 
made  to  compel  T.  R.  & B.’s  licensees  to  accept  more  restricted  licenses.  There- 
after Hartford  compelled  these  licensees  to  accept  numerous  additional  restric- 

tions.^2  . 

Use  of  fraudulent  Clarke  article  in  obtaining  broad  patents 

Up  to  this  point  Hartford  had  headed  off  competition  by  uniting  with  some 
of  its  leading  competitors,  cooperating  with  others  and  purchasing  the  stock  and 
assets  of  others.  It  had,  however,  made  little  progress  in  obtaining  a gob-feed 
patent  with  broad  claims,  and  the  danger  from  the  Hitchcock  patents  had  been 
increased  as  a result  of  decisions  by  the  Law  Examiner  and  the  Board  of  Examiners 
that  Hitchcock  disclosed  gob-feeding  broadly  and  also  shaping  while  the  gob  was 
suspended.  Thus  far,  Hartford  had  not  attacked  the  Hitchcock  disclosures, 
probably  because  of  the  presence  of  Miller  and  T.  R.  & B.  in  the  interferences. 
With  these  adversaries  removed  by  purchavse  the  Hitchcock  patent  was  attacked 
on  the  ground  that  it  was  inoperative.  But  in  spite  of  these  maneuvers  the 
Peiler  application  was  rejected  by  the  examiner  in  May  1926.*® 

At  this  point  Owens  and  Hartford  decided  to  have  an  article  prepared  for  the 
purpose  of  influencing  the  Patent  Office  in  favor  of  the  Peiler  application.  This 
article  was  to  be  signed  by  some  apparently  unprejudiced  authority  and  to  be 
published  in  some  magazine  of  wide  circulation  in  the  industry.** 

Such  an  article  was  written  by  R.  M.  Hatch,  of  Hartford,  acting  in  conjunction 
with  R.  D.  Brown,  of  Hartford,  and  under  the  critical  eyes  of  V.  M.  Dorsey,  of 
Hartford,  and  H.  W.  Carter,  of  Owens.  On  April  19,  1926,  Hatch  wrote  Carter 
as  follows:  'T  prepared  this  article  as  far  as  possible  with  reference  only  to  pro- 
ceedings of  the  bottle-blowers  association,  and  knowingly  and  intentionally  I 
reproduced  some  of  the  errors  found  therein.”  At  about  the  same  time  Carter 
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wrote  to  Boshart.,  of  Owens:  “Under  the  circumstances  I do  not  see  that  we  need 
be  very  critical  in  our  treatment  of  the  article.  If  not  too  rank  would  say  that 
we  better  let  it  go  through.”  ‘ 

Hatch  induced  W.  P.  Clarke,  then  president  of  the  American  Glas.s  Blowers 
Union,  to  sign  this  article  under  the  pretense  that  Clarke  was  the  author. 

The  article  was  published  in  the  July  17,  1926,  number  of  National  Glass  Budget 
and  was  entitled,  “Introduction  of  Automatic  Glass  Machinery;  How  Received 
Organized  Labor,  by  William  P.  Clarke,  president,  American  Flint  Glass 
Workers  Union.” 

On  October  11,  1926,  V.  M.  Dorsey,  of  Hartford,  cited  the  article  to  the  Patent 
Office  as  evidence  that  Hartford  feeders  had  b(;en  highly  successful  without 
informing  the  Patent  Office  that  Hatch,  Brown,  Dorsev,  and  Carter'were  the 
true  authors.  With  this  presentation,  Hartford  and  Owens  succeeded  in  con- 
vincing the  Board  of  Examiners  that  the  Hitchcock  disclosures  were  insufficient 
to  constitute  an  anticipation  of  Peiler.  The  Board,  however,  rejected  the  Peiler 
application  on  the  ground  that  Peiler  was  anticipated  by  a prior  Howard  patent. 
As  Hartford  had  acquired  the  Howard  patent  and  employed  Howard  it  was  able 
to  induce  him  to  file  an  affidavit  virtually  conceding  that  the  Howard  patent 
did  not  anticipate  the  Peiler  application  and  a second  affidavit  indicating  a 
later  date  of  invention  than  originally  claimed.  As  a result  the  Peiler  patent 
application  was  allowed  by  the  Patent  Office  and  a patent  was  issued  to  Hartford 
containing  the  broad  claims  over  gob-feeding  which  Hartford  sought. « 

Hazel  joins  the  conspiracy 

For  many  years  prior  to  1932  Hazel-Atlas  Glass  Co.,  which  used  feeders  of  its 
own  design,  conmeted  with  Owens  and  various  other  licensees  of  Hartford  in  the 
manufacture  and  sale  of  glassware.  It  was  second  only  to  Owens  in  sales  of  glass 
containers.  Owens  and  Hartford  sought  to  induce  Hazel  to  join  the  conspiracy 
but  little  progress  was  made.  In  1928  Hartford  sued  Hazel  for  infringement  of 
the  Peiler  patent.”  The  district  court  held  that  the  Peiler  patent  should  be 
narrowly  construed  and  that,  so  construed,  it  was  not  infringed.^^  On  appeal  the 
circuit  court  of  appeals  held  the  patent  valid  and  infringed.”  Negotiations 
between  Hartford  and  Hazel  then  resulted  in  eight  agreements  under  which 
Hazel  entered  the  combination  and  agreed  to  submit  to  its  restraints  in  return 
for  sharing  in  its  profits.  Under  this  arrangement  Hartford  paid  Hazel  more 
than  $10,000,000  from  1932  to  1940.  The  arrangement  assured  Hazel,  Owens, 
and  Corning  of  the  continuance  of  their  dominant  positions  in  the  field  of  manu- 
facture and  distribution  of  glassware  and  left  Hartford  enormous  profit  margins 
after  sharing  royalties  with  Hazel  and  Owens. 

In  the  Hartford-Empire  case  the  district  court  found  that  the  division  of 
fields  of  unpatented  glassware  was  strengthened  and  perpetuated ’by  the  1932 
agreemerits;  that  Hazel  combined  its  patents  with  those  of  Owens  and  Hartford 
under  joint  control;  that  Hartford  was  strengthened  in  its  dominance  in  the 
licensing  of  machinery;  and  that  Hazel  accepted  cooperation  with  Hartford  and 
Owens  in  place  of  competition.” 


Effect  of  the  monopoly  on  prices  of  glassware 

It  is  significant  that  althougli  there  has  been  an  enormous  increase  in  the  pro- 
duction of  glass  containers  after  the  introduction  of  mechanical  processes  the 
average  wholesale  price  of  such  containers  was  slightly  higher  in  1940  than  in 
1899.  This  failure  of  the  glass  industry  to  show  the  reduction  in  price  that 
normally  flows  from  mechanization  and  large-scale  production  is  explained  by 
the  price  stabilization  and  control  made  possible  by  monopoly  conditions. 

Hartford’s  rate  of  return  on  capital  invested  was  as  follows  for  the  years 
indicated: 


1932 

1933 

1934 

1935 


Percent 


6.  24 
11.  66 

16.  64 

17.  83 


1936 

1937 

1938 

1939 


Percent 

30.  83 
35.  43 
25.  34 

31.  69 


It  is  apparent  that  Hartford  burdened  the  industry  and  the  consuming  public 
with  royalty  rates  far  in  excess  of  those  required  to  provide  it  with  a reasonable 
return  on  its  capital  investment.  In  each  of  the  years  1939  and  1940  it  collected 

« Government  Brief,  supra,  pp.  76-83, 

« Id.,  p.  99. 

Hartford- Empire  Co.  v.  Hazel-Atlas  Co.  (39  F.  (2d)  111,  U9). 

Hartford-Empire  Co.  v,  Hazel-Atlas  Co.  (59  F.  (2d)  399,  409^ 

Government  brief,  supra,  pp.  107-108. 
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about  $6,000,000  in  royalties.  The  burden  of  such  excessive  royalties  are,  of 
course,  passed  on  to  the  consumer  as  part  of  the  price  of  glassware.®® 

Summary  of  patent  abuses 

The  building  up  of  a monopoly  in  the  glass  industry  was  accomplished  in  a 
large  measure  by  an  abuse  of  the  patent  laws  in  the  following  respects:  (1) 
Pooling  patents  for  the  purpose  of  driving  out  competition;  (2)  dividing  the  fields 
of  manufacture  and  sale;  (3)  controlling  the  price  of  unpatented  articles  by  con- 
trolling the  supply  of  the  patented  machines  on  which  they  are  made;  (4)  con- 
trolling and  restricting  production  of  unpatented  articles  by  controlling  the  supply 
of  the  patented  machines  on  which  they  are  made;  (5)  harassing  competitors 
with  patent  infringement  suits  to  compel  them  to  sell  their  patents  or  their 
businesses;  and  (6)  perpetuating  monopoly  positions  on  the  basis  of  patents  of 
doubtful  validity  by  refraining  from  testing  their  validity. 

IV,  ABUSE  OF  PATENTS  IN  CONNECTION  WITH  THE  MANUFACTURE  AND  SALE  OP 
ACETYLENE  AND  ITS  DERIVATIVES!  U.  S.  V,  STANDARD  OIL  CO.  ET  AL.  (695-6) 

On  November  9,  1929,  I.  G.  Farben,  the  largest  of  the  German  chemical  com- 
panies, entered  into  an  agreement  w'ith  the  Standard  Oil  Co.  of  New  Jersey, 
hereinafter  called  Standard,  w^hereby  the  latter  recognized  the  preferred  position 
of  Farben  in  the  chemical  industry  and  the  former  recognized  the  preferred  position 
of  Standard  in  the  field  of  oil  and  natural  gas.  Standard  Oil  agreed  that  if  it 
should  initiate  anywhere  in  the  world  a new  chemical  development  not  closely 
related  to  the  oil  business  it  would  offer  Farben  control  of  such  new  business, 
‘‘including  the  patent  rights  thereto,”  on  reasonable  terms  and  Farben  agreed 
that  if  it  should  initiate  anywhere  in  the  world  a new  chemical  development  which 
could  not  advantageously  be  carried  on  except  as  a department  of  oil  or  natural 
gas  it  would  offer  to  Standard  control  of  such  business,  “including  the  patent 
rights.”  Under  this  arrangement  Farben  and  Standard  in  1930  incorporated  in 
Louisiana  a chemical  company  called  Jasco,  Inc.,  to  exploit  new  processes  for 
making  chemical  products  from  natural  gas.  The  representation  on  the  board 
of  the  new  company  was  50-50,  but  Farben  owned  a 51-percent  interest  in  the 
stock.®^ 

Farben^s  experiment  station 

In  1931  an  experimental  plant  was  built  by  Jasco  at  Baton  Rouge,  La.,  to 
produce  acetylene  from  natural  gas.  Acetylene,  a gas  formed  by  the  union  of 
carbon  and  hydrogen  in  the  electric  arc  and  also  by  the  action  of  water  on  certain 
carbides,  is  used  as  a fuel  in  the  oxyacetylene  process  of  cutting  and  welding  steel. 
Its  derivatives  include  alcohol  (which  in  turn  is  a source  of  synthetic  rubber)  and 
many  chemicals,  some  of  which  are  used  in  making  explosives. 

Farben  apparently  wanted  such  a plant  to  try  out  a newly  developed  arc 
process  for  producing  acetylene.  The  process  was  successful  and  the  problem  of 
selling  the  product  without  incurring  the  ill  wdll  of  Farben^s  potential  competitors 
became  important. 

To  Farben’s  American  agent,  Advance  Solvents,  was  assigned  the  task  of 
.selling  this  surplus.  The  first  sale  was  made  to  Commercial  Solvents  in  1933, 
great  care  being  taken  to  sell  at  the  same  price  as  the  buyer  had  been  paying 
before.  Nevertheless,  Union  Carbide,  the  leading  American  producer  in  this 
field,  protested.  The  matter  was  settled  at  a conference  between  representatives 
of  Union  Carbide,  its  subsidiary,  Niacet,  and  Advance  Solvents,  at  which  Davidson, 
of  Union  Carbide,  stated  that,  being  in  control  of  40  percent  of  acetic  acid  produc- 
tion in  the  United  States,  Union  Carbide  was  very  anxious  not  to  have  that 
market  upset  by  the  Baton  Rouge  plant.  He  then  proposed  that  Niacet  buy 
Jasco’s  surplus  production  at  5 percent  under  market  price.  Jasco  accepted  this 
arrangement,  but  when  its  product  threatened  to  expand  to  the  point  of  becoming 
a serious  factor  in  the  American  market  Farben,  through  its  agent,  Advance 
Solvents,  with  an  eye  to  possible  American  competition  in  foreign  markets, 
clamped  on  a ceiling  of  four  tank  cars  per  month. 

Jasco  was  not  permitted  to  export,  Farben  holding  that  “exports  of  acetic 
acid  from  the  United  States  are  undesirable.”  Similarly,  when  the  Shell  Co.  on 
behalf  of  it^^  American  subsidiary,  the  Shell  Chemical  Co.,  asked  for  a license 
from  Farben  to  use  certain  of  Farben’s  American  patents  in  connection  w'ith  the 
manufacture  of  formic,  acetic,  and  propionic  acids,  Farben  insisted  that  the 

Id.,  pp.  19-20. 

'fHie  material  in  pt.  IV  is  based  on  the  testimony  of  Irving  Lipkowitz,  economic  expert  with  the  Anti- 
trust Division,  in  hearings  before  the  Committee  on  Patents,  U.  S.  Senate,  77th  Cong.,  pp.  1363-1517. 
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exported  either  by  the  licensee  or  its  vendees.  Confronted 

f ^hat  tlie  matter  be  omitted  from  the 
text  of  the  contract  and  be  handled  secretly  bv  an  exchange  of  letters  The 

biHher  Settled  by  an  understanding  whereby  Shell  undertook  not  to  make 
further  sales  to  any  company  that  sjiould  export  the  product  purchased. 

In  193o  harben  and  Stanc^rd  Oil  negotiated  concerning  the  future  of  the 

forthw^th^InH^qf“^H^^  Farben  wished  to  discontinue  operations 

hv  ^lp^tin^cr  wished  to  let  the  plant  operate.  The  matter  was  settled 

from  apparently  in  order  to  prevent  Standard 

iSw  with^nrinn^  the  acetylcTie-arc  process,  experiments  that  would 

int^riero  with  production  w'cre  to  be  reduced  to  a minimum. 

Rppfvio  ®*andard  Oil  made  an  analysis  of  the  relative  costs  of  producing 

acid  m the  Baton  Rouge  plant  by  the  electric-arc  procesf 
old  Fnioii  Carbide  process  and  found  that  although  the  Baton  Rouge 

For  oneThirfneiyy^  costs  therefore  relatively  high  acetylene  could  be  produefd 
At  less  than  by  the  old  process,  and  acetic  acid  at  about  the  same  price. 

1 of  production  Jasco  could  have  reduced  the  cost  of  making 

ftcctylcn©  by  onc-half  and  of  acetic  acid  bv  one-third. 

In  spite  of  its  favorable  record  and  its  promise  of  cheaper  acetylene,  the  Jasco 
plant  was  shut  down  m 1935.  It  is  significant  that  immediatelv  thereafter 
tarben  constructed  a larger  plant  on  a similar  plan  in  Germanv  and  continued 

enlarge  the  plant.  In  this  manner  Standard  became 
depenaent  in  this  field  upon  research  carried  on  in  Germany. 

It  apparent  that  F arben  made  no  pretense  of  keeping  Standard  fully  informed, 
lor  in  1937,  when  Japanese  interests  contacted  Farben  for  information  about  the 
Jasco  process,  Fa,rben,  on  the  ground  that  it  alre.adv  had  had  dealings  with  the 
Japanese  and  had  the  latest  experience  on  the  subject  collected  in  their  Leuna 
plant,  a.sked  Standard  for  permission  to  handle  the  negotiations.  Standard 
agreed,  and  so  Farben  was  placed  in  a position  to  tell  the  Japanese  more  about  the 
new  process  than  it  was  revealing  to  its  American  partner. 

The  use  of  foreign-owned  patents  to  prevent  research  and  production  in  the  United 
states 

While  Farben  was  pursuing  its  research  in  this  field  in  Germany  it  discouraged 
research  in  the  Lnited  States.  In  June  1937  Standard  suggested  to  Jasco  that 
experimentation  be  conducted  on  a British  procesvS  for  making  certain  products 
from  acetylene,  but  when  Farben  was  asked  to  consent  to  this  study  its  repre- 
sentative replied  that  it  had  a similar  process  in  its  own  laboratories  and  did  not 
deem  It  expedient  to  undertake  laboratory  experiments  in  this  direction.  Stand- 
ard then  abandoned  the  investigation. 

^ making  acetylene  was  covered  by  American  patents  taken 

out  by  tarben.  In  1933,  in  an  early  stage  in  the  development  of  this  process 
I arben  had  requested  from  Standard  information  about  it  “to  permit  a further 
study  of  the  possibilities  hy  I.  G.  Farben  in  Germany.”  Notwithstanding  this 
earlier  recognition  by  Farben  that  the  matter  was  withiir  the  field  of  Jasco 
> arben  in  1938  refused  to  concede  that  the  matter  was  within  this  field.  When 
standard  protested,  Farben  agreed  to  make  some  disclosures,  but  Jasco  was  never 
authorized  to  study  the  process.  Thereafter  the  United  States  patents  in  this 
held  taken  out  by  Farben  were  assigned  to  Farben^s  afl[iliate,  General  Analine 
and  farben  declared  that  it  had  no  further  control  over  them.  These  patents 
were  taken  oyer  by  the  United  States  Government  after  we  entered  the  v'ar. 

feiinilarly,  in  the  field  of  equipment  Farben  handled  matters  in  such  a wav  as  to 
keep  Standard,  and  thereby  the  United  States,  depimdent  on  German  factories  for 
the  electrical  equipment  required  by  the  acetylene  arc  process.  When  Jasco  was 
being  organized  in  1930  Farben  agreed  with  a large  German  manufacturer,  Brown 
Boveri  and  Co.,  that  neither  would  reveal  the  trade  secrets  of  the  other  and  that 
farben  would  buy  its  equipment  from  this  comfiany.  Standard  accepted  the 
obhptions  of  this  agreement  and  thereby  made  Jasco  dependent  on  Germanv 
for  Its  electrical  supplies. 

monopoly  extended  even  to  the  field  of  repair  parts.  In  1932 
Alhs-Chalmers,  an  American  associate  of  Brown,  Hoveri,  tried  to  get  the  design 
of  the  Jasco  plant  “to  be  able  later  on  to  manufacture  repair  parts  for  this  plant.” 
Standard  then  asked  Farben  Avhether  this  request  might  be  granted  Farben 
refused  on  the  ground  that  Brown,  Boveri  would  be  less  likely  to  disclose  Farben^s 
business  secrets  than  Allis-Chalmers. 

Apparently  Farben  was  concerned  about  the  <lisclosure  of  any  information 
pertaining  to  the  manner  of  using  the  patents  rather  than  about  the  patents  them- 
selves. This  indicates  that  in  granting  the  patent  the  Patent  Office  did  not  re- 
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quire  a sufficient  disclosure,  for  otherwise  the  patent  records  would  have  given 
adequate  directions  concerning  the  procedure  for  using  the  patent. 

In  September  1938,  after  Farben  and  Brown,  Boveri  had  developed  a new'  type 
of  rectifier  superior  to  the  one  used  by  Jasco,  Farben  proposed  to  Standard  that 
the  latter  join  with  the  tw'o  German  companies  in  making  a new-  restrictive  agree- 
ment covering  this  development.  As  the  new  process  could  not  be  fully  covered 
by  patents,  Farben  proposed  that  the  details  should  be  kept  secret.  Such  an 
agreement  was  made  and  Jasco  paid  half  of  the  cost  of  developing  the  new'  equip- 
ment. 

From  time  to  time  Standard  proposed  that  Jasco  manufacture  a number  of 
acetylene  derivatives,  but  in  each  case  Farben  found  that  such  manufacture  might 
interfere  with  its  various  potential  competitors  in  the  American  or  world  market 
and  thereby  result  in  active  competition  in  those  markets.  Monochlor  acetic 
acid  could  not  be  manufactured  by  Jasco  because  it  was  being  made  in  the  United 
States  by  Dowm,  du  Pont,  and  National  Analine  Co.  and,  being  of  interest  only 
in  connection  with  the  production  of  indigo,  additional  manufacture  might  bring 
new  competitors  into  the  indigo  field  and  affect  Farben’s  agreements  in  the  dye- 
stuffs field.®2  Butanol  could  not  be  manufactured  because  “the  amicable  rela- 
tions between  I.  G.,  Union  Carbide  and  Commercial  Solvents  might  suffer  there- 
from,” which  in  turn  might  result  in  a very  disagreeable  price  war  in  European 
markets.  For  similar  reasons  Farben  vetoed  the  manufacture  of  acetone,  w^hich 
is  an  essential  element  of  explosives,  and  of  vinyl  chloride,  because  it  is  the  basic 
material  for  certain  artificial  fabrics  about  which  Farben  was  negotiating  with 
du  Pont. 

Hostile  use  of  foreign-omned  Americaii  patents  in  time  of  ivar 

In  this  connection  it  is  helpful  to  remember  that  after  Hitler  became  the  dictator 
of  Germany  in  1933  German  corporations  began  to  reflect  the  policy  and  strategy 
of  the  Cierman  Government.  It  is  obvious  that  such  a situation  can  become  very 
detrimental  to  the  military  preparedness  of  a country  like  the  United  States  which 
does  not  similarly  control  the  activities  of  its  own  corporations  in  connection  with 
national  and  international  trade. 

This  is  clearly  shown  by  the  action  taken  with  reference  to  the  Jasco  jffant. 
When  war  w'as  declared  Farben  and  Standard  agreed  to  dismantle  and  sell  the 
Jasco  plant  and  Standard  Oil  of  Louisiana  paid  Jasco  $100,000  for  the  dismantled 
plant,  salvaging  whatever  equipment  could  be  used  in  the  oil-refinery  business. 
Inasmuch  as  the  demand  for  acetylene  was  certain  to  become  very  great  after 
the  war  started,  the  dismantling  of  an  American  acetvlene  plant  could  hardly 
have  taken  place  in  furtherance  of  sound  business  policy  but  only  by  order  of 
the  German  Government.  In  fact,  in  1940  and  1941  an  acute  shortage  of  acet- 
ylene did  develop  in  this  country.  In  April  and  Mav  of  1941  Niacet,  a large 
producer  in  this  field,  could  supply  only  half  of  its  orders. 

Shell  Chemical  Co.,  an  American  chemical  subsidiarv  of  Dutch  Shell,  obtained 
a license  from  Farben  in  August  1939  under  United  States  patents  covering  the 
production  of  acetic,  propionic,  and  formic  acids,  Shell  agreeing  not  to  export. 
However,  when  war  started  and  the  English  blockade  made  exportation  from 
Germany  almost  impossible,  Shell  Chemical  arranged  with  Farben  for  permi.ssion 
to  export  forinic  acid  to  points  outside  of  Europe  at  Farben's  established  prices 
and  terms.  The  contractual  royalty  was  percent  and  an  additional  per- 
cent W'as  to  be  paid  if  sales  were  made  to  parties  other  than  representatives  of 
Farben.  As  the  majority  of  the  stock  of  Dutch  Shell  is  owned  by  Englishmen 
we  have  the  anomalous  situation  of  a subsidiary  of  a corporation  incorporated 
in  a country  about  to  be  attacked  by  Germany^  the  stock  of  w'hich  was  owned 
by  the  citizens  of  that  country  and  of  another  country  at  w'ar  w'ith  Germany, 
giving  substantial  assistance  to  the  German  war  machine  b}’  taking  active  steps 
to  nullify  the  effects  of  the  English  blockade. 

We  should  note  that  German-owned  American  patents  were  used  as  an  effec- 
tive means  of  strengthening  a future  enemy  of  this  country.  The  patents  stopped 
American  research  in  this  immediate  field  and  created  a foreign-controlled  monop- 
oly wliich  shackled  American  production  in  time  of  peace  and  aided  the  German 
war  effort  when  w ar  came. 

Summary 

1 he  foregoing  study  shows  that  our  patent  laws  have  been  responsible  for  the 
following, conditions  detrimental  to  the  public  warfare: 

This  was  one  of  the  pateuts  st'ized  by  the  Alien  Proix'rty  Custodian.  Under  the  consent  decree  of 
March  1942  Standard,  which  had  custody  of  this  patent,  was  required  to  license  any  applicant  and  stmd  its 
own  technicians  into  tlie  licensee’s  plant  to  convey  the  “know  how”  to  the  licensee. 
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(1)  Large  numbers  of  American  patents  are  owned  by  foreign  corporations 
aBcl  these  are  often  used  to  restrict  production  in  this  country  and  to  restrict 
exportation  of  the  patented  products  from  this  country. 

(2)  Sometinies  the  patents  are  of  doubtful  validity,  but  serve  to  cover  up  the 
trade  restraints  practiced  under  their  protection,  (3)  Not  infrequently  foreign- 
owned  American  patents  are  not  used  at  all  in  this  country  and  are  held  merely 
to  prevent  competition.  Thereby  these  foreign-owned  patents  exclude  American 
in\entors  from  entering  fields  otherwise  open  to  them.  (4)  Similarly  American- 
owned  patents  are  held  without  being  used  and  American  production  is  handi- 
capped,  (o)  Foreign  dictators  have  used  American  patents  owned  by  their 

nationals  as  a means  of  strengthening  their  own  military  position  and  w^eakenine 
ours.  ‘ ^ 

V.  ABUSE  OF  PATENTS  IN  CONNECTION  WITH  THE  MANUFACTCKE  AND  SALE  OF 
INCANDESCENT  LAMPS:  U.  S.  i;.  GENERAL  ELECTRIC  CO.,  ET  AL.  (nO.  675) 

Description  of  the  incandescent  lamp 

An  incandescent  lamp  is  composed  of  a glass  bulb  within  which  is  a vacuum 
or  a mixture  of  inert  gases  and  a wire  filament,  and  a lamp  base. 

Lamps  are  manufactured  in  over  9,000  sizes,  ranging  from  the  “grain  of  wheat” 
lamp  used  in  surgery  to  the  10,000-watt  lamp  used  for  outdoor  lighting,  and  are 
classified  as  large  or  miniature.  Large  lamps  an^  used  for  lighting  homes,  railway 
trams,  and  airplanes,  and  for  projection  purposes,  outdoor  lighting,  and  industrial 
uses.  Miniature  lamps  are  used  in  automobiles,  radio  panels,  flashlights,  scientific 
instruments,  and  Christmas  tree  lighting.  Both  large  and  miniature  types  of 
lamps  are  assembled  by  automatic  or  partly  automatic  machinery. 

More  than  98  percent  of  all  incandescent  electric  lamps  are  made  with  a tungsten 
filament.^  ® 

Relative  standing  of  the  leading  manufacturers 

General  Electric  controls  over  90  percent  of  United  States  production  of  incan- 
descent lamps  and  manufactures  approximately  58  percent  of  all  tungsten  filament 
lamps.  It  sells  a complete  line  of  lamp  bases  to  lamp  manufacturers  and  makes 
the  machinery  by  means  of  which  87  percent  of  all  lamps  are  produced.^^ 

Westinghouse  Electric  Corp, 

Westii^house  Electric  Corp.  (hereinafter  called  Westinghouse),  a licensee  of 
General  Electric,  manufactures  about  20  percent  of  all  lamps  sold  in  this  country. 
Under  agreement  with  General  Electric  its  sales  are  limited  to  25.4  percent  of  the 
total  sales  of  the  two  corporations  and  it  is  rec|uired  to  follow  that  company's 
price  schedule.  It  manufactures  a large  portion  of  the  parts,  materials  and 
machiner}'  used  in  its  production  of  lamps,  but  is  dependent  upon  Corning  for  its 
large-type  bulbs. ^ ® 

Corning  Glass  Works 

This  company  manufactures  and  sells  a complete  line  of  glavss  bulbs,  tubing  and 
cane  for  use  in  electric  lamps.  It  is  virtually  the  only  manufacturer  of  miniature- 
^pe  bulbs  in  this  country.  All  other  lamp  manufacturers  are  dependent  upon 
Corning  for  essential  parts.®* 

The  “B”  licensees 

Consolidated  Electric  Lamp  Co.,  Ken-Rad  Tube  and  Lamp  Corp.  (which  has 
been  absorbed  bylWestinghouse)  and  Hygrade  Sylvania  Corp.  are  present  or 
former  licensees  of^  General  Pllectric  restricted  to  the  manufacture  of  large-tvpe 
lamps  and  to  sales  not  exceeding  a small  fixed  percentage  of  the  sales  of  General 
Electric.  Chicago  Miniature  Lamp  Works  and  Tung-Sol  Lamp  Works  Inc.  are 
licensees  of  General  Electric  restricted  to  miniature-type  lamps  and  to  a smali’per- 
centage  of  General  pjlectric^s  sales.  These  companies  are  referred  to  collectively 
as  the  “B”  licensees.” 

The  International  General  Electric  Co.,  Inc. 

This  corporation  is  a wholly  owned  subsidiary  of  General  Electric  operating  as  it.s 
foreign  distributor.  It  has  entered  into  numerous  contracts  with  corporations  in 
foreign  countries  which  in  effectjprohibit  the  importation  of  lamps  parts  and 
machinery  into  this  country.” 

“ Government  trial  brief,  District  Court.  U.  S.  v.  General  Electric  Companu,  p.  5 
Id.,  p.  5.  I'  t 

« Id.,  p.  6. 

« Id.,  p.  6. 

" Id.,  p.  13. 

« Id.,  p.  7. 
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Building  the  monopoly 

General  Electric  secured  domination  of  the  lamp  industry  through  ownership 
of  the  Edison  patents  on  the  carbon-filament  incandescent  lamp.  When  these 
patents  were  about  to  expire  control  was  continued  through  a series  of  restrictive 
agreements  relating  to  lamp  bases,  bulbs,  tubing,  lamp-making  machinery,  and 
patents  pertaining  to  the  lamp  industry. 

In  1911  the  Government,  because  of  these  restrictive  agreements,  brought 
action  under  the  Sherman  Act  against  several  defendants,  including  General 
Electric,  Westinghouse,  and  Corning.  This  action  was  settled  by  a decree  cancel- 
ing and  enjoining  these  arrangements. 

General  Electric  resumed  domination  of  the  industry  in  1912^ — ^this  time  mainly 
through  the  ownership  of  three  controlling  patents  on  electric  lamps  with  tungsten 
filaments,  the  Just  and  Hanaman,  Coolidge,  and  Langmuir  patents.  At  this  time 
it  developed  a marketing  system  based  on  agency  contracts,  the  price  of  lamps 
being  fixed  by  General  Electric.  In  1924  the  Government  brought  action  against 
General  Electric,  Westinghouse  and  the  latter's  lamp-manufacturing  subsidiary, 
charging  violation  of  the  Sherman  Act,  by  marketing  methods  by  means  of  w^hich 
General  Electric  fixed  the  resale  price  of  its  lamps  and  by  license  agreements 
betwreen  General  Electric  and  Westinghouse  based  on  the  Coolidge,  Langmuir 
and  Just  and  Hanaman  patents,  by  which  General  Electric  fixed  the  price  of 
lamps  manufactured  and  sold  by  T^’estinghouse.  The  case  reached  the  Supreme 
Court,  which  held  that  this  form  of  the  agency  method  of  lanm  marketing  was 
legal  inasmuch  as,  in  the  view  of  the  Court,  the  parties  selling  General  Electric's 
products  were  genuine  agents.  The  Court  also  upheld  the  condition  in  the  license 
agreement  between  General  Electric  and  Westinghouse  that  authorized  the  licensor 
to  fix  the  price  of  the  licensee's  products,  assigning  as  a reason  the  fact  that  the 
patents  owned  by  General  Electric  completely  covered  the  making  of  lamps  with 
tungsten  filaments  and  therefore  secured  to  General  Electric  a monopoly  of  mak- 
ing, using,  and  vending.®® 

When  the  three  basic  patents  on  tungsten  filaments  were  about  to  expire, 
General  Electric  took  steps  to  retain  its  dominating  position  by  means  of  a series 
of  restrictive  agreements  relating  to  patents,  lamp  bases,  glass  bulbs,  tubing, 
lamp-making  machinery,  and  marketing  arrangements.  Under  these  agreements 
it  reserved  to  itself  the  greater  part  of  production  and  marketing  and  dominated 
the  remainder  of  the  field  by  controlling  the  facilities  in  the  hands  of  others.® 

In  1928  General  Electric  and  Westinghouse  entered  into  an  agreement  under 
which  they  agreed  to  pool  their  patents,  limit  domestic  sales  of  Westinghouse  to 
25.4  percent  of  the  aggregate  sales  of  both,  eliminate  competition  in  price  and 
allow  both  of  them  to  use  the  trade  name  “Mazda.” 

The  “B”  licensees  held  licenses  from  General  Electric  limiting  them  to  narrow 
fields  of  manufacture  and  a relatively  insignificant  volume  of  sale.  In  addition 
each  “B”  licensee  was  denied  the  right  (1)  to  manufacture  glass  bulbs,  tubing,  and 
cane;  (2)  to  manufacture  lamp  bases;  (3)  to  export  lamps  or  sell  lamps  for  export; 
and  (4)  to  sell  lamp-making  machines  or  lamp  parts.  To  fortify  General  Electric's 
patent  position  each  “B”  licensee  was  required  to  give  General  Electric  license 
rights  under  each  lamp-industry  patent  owned  or  controlled  by  it  or  its  officers  at 
any  time  during  the  term  of  the  agreement. 

The  selling  price  of  the  goods  manufactured  by  the  “B”  licensees  was  regulated 
by  General  Electric  by  computing  the  royalties  it  collected  from  them  on  the  basis 
of  its  own  price  and  by  other  indirect  means. 

Patent  acquisitions 

The  policy  of  General  Electric  has  been  to  acquire  every  patent,  patent  applica- 
tion and  license  relating  to  any  phase  of  the  lamp  industr3L  Through  arrange- 
ments with  Westinghouse  it  owns  or  has  the  right  to  use  more  than  900  United 
States  patents  of  this  character.  By  means  of  agreements  with  American  Tele- 
phone & Telegraph  Co.,  Radio  Corp.  of  America,  and  other  powerful  potential 
competitors,  patent  rights  and  licenses  under  all  present  and  future  inventions  of 
these  companies  relating  to  the  lamp  industry'  were  pooled  in  General  Electric 
and  Westinghouse.  In  return  the  other  companies  received  from  General 
Electric  and  Westinghouse  corresponding  rights  in  patents  applicable  to  their 
respective  industries.*^ 

Foreign  patents  are  made  available  to  General  Electric  by  arrangements  with 
the  principal  foreign  lamp  manufacturers  for  the  pooling  in  General  Electric  of  all 

M United  States  v.  General  Electric  Co.,  272  U.  S.  476. 

Government  brief,  supra,  pp.  11-12. 

«i  Id.,  pp.  23-24. 
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United  States  patents  relating  to  the  lamp  industry  owned  by  such  comnanies- 
The  foreign  companies  receive  in  return  for  their  respective  countrierthe  SKfve 
rights  to  inventions  pertaining  to  the  lamp  industry^  exclusive 

Ueneral  Electric  also  dominates  the  patents  owned  by  the  “B”  licensees  iindpr 

GeLral  Electric  coTe?ingtn 

Because  of  this  vast  aggregation  of  patents,  General  Electric  is  substantiallv 

for  new  patent  developments  in  the  incandescent 
lamp  field.  Its  license  associates  have  agreed  to  give  it  the  greater  nart  of  the 
production  rights  under  any  new  patent.  Westiiighomse's  sE  m,nt\  if  ! 
percent  of  the  coinbined  sales  of  General  Electric  and  WestinghoSe^nVgrrde^it 

domestic  sales  of  large  lamps  by  General  Electric  - 
K 3.8  percent  „(  such  sales;  Ken-Ratios  Is  hWeen”; 

ilprcSVf‘uchSr“'"'“‘p*"^ 

Extending  the  life  of  the  monopoly  by  means  of  new  patents  in  the  same  field 

A good  Illustration  of  a common  method  of  extending  the  life  of  a mononolv 

pLnts™  I°„'  ?9"37G?n™l‘  V the  fluorcseZt 

paienis.  in  19^9  Ueneral  Electric  licensed  Consolidated  to  manufacture  flnnre<!- 

TOiit  ooder  Its  new  patents.  Although  the  term  of  this  agreement  runs  to 

ecember  31,  1957,  it  was  provided  that  the  contract  should  terminate  at  the 

mcandcscent  lamp  agreement  between  General  Electric  and 

’i ""  requiring  Consolidated  to  renew  its 

incandescent-lamp  license  or  lose  its  fluorescent-lamp  rights  in  1944.“ 

Use  of  patent  infringement  suits  to  hamper  competitors 

There  are  only  three  manufacturers  of  lamp-making  machinery  in  this  countrv 
^neral  Electric  Alfred  Hoffmann  & Co.,  and  EEler  Engineering  Cb  Hoffm^^^^ 

market  "if  by  restrictiye  agreements  limiting  it  to  a narrow 

“nsu^cessful.e? hampered  by  patent  infringement  fuits,  uniformly 

Control  over  lamp  distribution 

General  Electric  maintains  a monopoly  oyer  the  sale  of  lamps  as  well  as  over 
manufacture.  Under  its  so-called  agency  system,  distributoVs  sLreonriS 
the^«<fie  agents  of  General  Electric  for  the  sale  of  lamps  In 

the  f ^ ^ lainps  by  independent  manufacturers  constituted  2 percent  of 
^e  total  value  of  all  lamps  sold.  When  this  rose  to  4.2  percent  in  1933  General 
tf  f .f°  ®bniinate  this  competition  by  increasing  the  number  of 
inducing  many  of  its  agents  to  discontinue  the  sale  of 
by.tbreatening  withdrawal  of  other  lines  of  electrical  appliances 
or  cancellation  of  their  contracts.  In  this  manner  it  increased  the  number  of  its 

1^39  and  made  it  coJrZSingly 
difficult  for  its  competitors  to  market  their  produiits,*^  ^ ^ 

Elimination  of  foreign  competitioyi 

General  Electric  through  International  General  Electric  by  agreements 

Principal  foreign  lamp  companies,  for  the  inLt  part  since 
1927,  divided  the  principal  markets  of  the  world  into  exclusive  territories  In 

Electric  undertook  for  it.self,  Westinghouse,  and  the 
B licensees  not  to  compete  in  at  least  31  countries,  including  China  Brazil 

Reis, S'  CriZt  »“  of  Europe  except  Russia,  Great  B.itaiS,  aS 

inarket  w ^ fofurn  the  foreign  competitors  agreed  to  stay  out  of  the  American 

Summary  of  patent  abuses 

The  following  abuses  of  United  States  patents  appear  to  have  been  nracticed 
m connection  with  the  manufacture  and  sale  of  incandescent  lamps:  (1? Pooling 
patents  in  order  to  prevent  competition;  (2)  dividing  fields  of  manufacture  mongl 
patent  licensees,  (3)  limiting  the  output  of  patent  licensees;  (4)  fixing  the  prices 

mpnfo  patent  licensees;  (5)  excluding  foreign  competition  by  agree- 

ments  with  foreign  competitors  for  division  of  territory;  (6,  e.xcluding  American 

“ Id.,  pp.  23-24. 

Id.,  p.  27. 

V F.  (2fl)  12  (1928);  General 

« Government  brief,  supra,  pp.  19-k). 

Id.,  p.  17. 
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products  from  a large  number  of  foreign  countries  by  agreements  for  division  of 
territory;  (7)  cutting  competitors  off  from  sales  outlets  by  forbidding  its  distribu- 
tors to  sell  the  products  of  other  manufacturers;  and  (8)  extending  the  life  of  its 
monopoly  by  requiring  that  agreements  licensing  manufacture  under  new  patents 
run  for  the  same  term  as  agreements  licensing  manufacture  under  old  patents. 


No. 

856-857 

767 

810 

815 

698 

580 
715 
773 
750 

552 
850 
825 

581 
557 
528 
741 
782 
854 
646 
544 
560 
509 
743 

843-844 

542 

838 
551 
798 
672 

582 
728 
821 
671 
670 
814 
650 
575 

553 
747 

853-855 

574 

469 

789 

828 

539 

635 

822 

846 

809 

839 
503 

802 

780 

530 

845 

760 


List  of  antitrust  cases  involving  patents  filed  since  July  1,  1938 

Name  of  Case 

IL  S,  V.  A.  B.  Dick  Company  ei  aL  (two  cases). 

U,  S,  V.  Aero  fin  Corporation  ei  al. 

U,  fs.  V.  Allegheny  Ludlum  Steel  Corporation  et  aL 
f/.  S,  V.  Allegheny  Ludtum  Steel  Corporation  et  al. 

U,  S,  V.  Aluminum  Company  of  America  ei  at. 

U.  S.  V.  Aluminum  Company  of  America  et  al. 

U.  S.  V.  American  Air  Filter  Co.,  Inc.,  et  al. 

IJ.  S.  V.  American  Air  Filter  Co.,  Inc.,  et  al. 

V.  S.  V.  American  Bosch  Corporation  & Donald  P.  Hess. 

U.  S.  V.  American  Colloid  Company  ei  al. 

U.  S.  V.  American  Lecithin  Company  et  al. 

U.  S.  y.  American  Locomotive  Company  et  at. 

U.  S.  V,  American  Magyiesium  Corporation  et  al. 

U.  S.  V.  American  Optical  Company  et  al. 

U.  S.  V.  American  Optical  Company  ei  al. 

U.  S.  V.  Aqua  Systems,  Inc.,  et  at. 

U,  S.  V.  Auditorium  Conditioning  Corporation  et  al. 

U.  S.  V.  Automatic  Sprinkler  Company  of  .4wmca  et  al. 

U.  S.  V.  Barbcr-Colman  Company  et  al. 

U.  S.  V.  Bausch  & Lomh  Optical  Company  et  al. 

U.  S.  V.  Bausch  & Lomh  Optical  Company  et  al. 

U.  S.  V.  Bausch  & Lomh  Optical  Conipany  et  ai. 

U.  S.  V.  Bendix  Aviation  Corporation  et  al. 

U.  S.  V,  Catalin  Corporation  of  America  (two  cases). 

U.  S.  V.  Certain-Teed  Products  Corporation  et  al. 

U.  S.  V.  Consolidated  Car-Heating  Company,  Inc. 

U.  S.  V.  Corning  Glass  Works  et  al. 

U.  S.  V.  The  Diamond  Match  Company  et  al. 

U.  S.  V.  Dietrich  A.  Schmitz  et  al. 

U.  S.  V,  The  Dow  Chemical  Company  ei  al. 

U.  S.  V.  E.  I.  du  Pont  de  Nemours  & Company  et  al. 

U.  S.  V.  Electric  Storage  Battery  Company  et  al. 

U.  S.  V,  General  Aniline  <&  Film  Corporation  et  al. 

U.  S.  V.  General  Dyestuff  Corporation  et  al. 

U.  S.  V.  General  Electric  Company  et  al.,  57  F.  Supp.  642. 

U.  S.  V.  General  Electric  Company,  Fried  Krupp,  Aktiengesellschaft,  et  al. 
U.  S.  V.  General  Electric  Company  et  al. 

U.  S.  V.  General  Electric  Company  et  al. 

U.  S.  V,  General  Electric  Company  et  al. 

U.  S.  V.  General  Instrument  Corporation  et  al.  (two  cases). 

U.  S.  V,  Harbison-Walker  Refractories  Company  et  al. 

U.  S.  V,  Hartford-Empire  Company  et  ai.,46  F.  Supp.  251;  323  U.  S.  386; 
324  U.  S.  570. 

U.  S.  V.  Imperial  Chemical  Industries,  Lid.,  et  al. 

U.  S.  V.  International  Salt  Co.,  Inc. 

U.  S.  V.  Johns- Manville  et  al. 

U.  S.  V.  Kearney  & Trecker  Corporation  ei  al. 

U.  S.  V.  Libbey-Otvens-Ford  Glass  Company  et  al. 

U.  S.  V.  Linde  Air  Products  Company. 

U.  S.  V.  Line  Material  Company  et  ad.,  64  F.  Supp,  970. 

U.  S.  V.  The  Liquidomeier  Corporation. 

U.  S.  V.  Masonite  Corporation  et  al.,  316  U.  S.  265  reversing  40  F.  Supp. 
852. 

U.  S.  V.  National  Lead  Company  et  al.,  63  F.  Supp.  513. 

U.  S.  V.  National  Lead  Company  et  al. 

U,  S.  V.  Optical  Wholesalers  National  Association,  Inc.,  et  al. 

U.  S.  V.  Owens-Illinois  Glass  Company. 

U.  S.  V.  Parker  Rust  Proof  Company  et  al.,  61  F.  Supp.  805. 
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861 

829 

788 

727 

662-667 

837 

863 
733 

695-696 

864 
842 
548 
541 
862 
558 
724 

761 

583-584 

831 

818 

848 

678 


Name  of  Case 

U.  S,  V.  Patent  Button  Company. 

U.  S,  V,  The  Permuiit  Company  ei  al, 

U.  S.  V.  The  Rail  Joint  Company  ei  al, 

U,  S,  V,  The  Rohm  & Haas  Company^  Inc,,  et  al, 

U,  S.  V.  Schering  Corporation  et  al.  (two  cases). 

U,  S.  V.  Scophony  Corporation  of  America  et  al, 

U,  S,  V,  Scovill  Manufacturing  Company. 

U.  S,  V,  The  Sperry  Corporation  et  al, 

U,  S,  V.  Standard  Oil  Company  {N,  J,)  et  al,  (two  cases). 

U,  S,  V,  Standard  Register  Corporation, 

U,  S,  V.  Timken-Deiroit  Axle  Company, 

U.  S,  V.  United  States  Gypsum  Company  et  al,,  67  F.  Supp.  397. 

U,  S,  V,  United  States  Gypsum  Company  et  al, 

U,  S,  V.  Universal  Fastening  <Sc  Button  Company, 

L,  S,  V.  The  Umms  Lens  Company,  Inc,,  et  al,,  316  U.  S.  241. 

U,  S,  V.  Vehicular  Parking,  Lid,,  et  al,,  54  F.  Supp.  828;  56  F.  Sudd. 
297;  61  F.  Supp.  656. 

U,  S.  V.  The  Wayne  Pump  Company,  et  al,,  44  F.  S.  949;  317  U.  S.  200. 
U,  S,  V.  The  Wayne  Pump  Company  et  al,  (two  cases). 

U,  S,  V.  Western  Precipitation  Company  ei  al, 

U,  S,  y,  Wesiinghouse  Electric  Manufacturing  Companu  ei  al, 

U,  S,  V.  White  Cap  Company, 

U,  S,  V.  Whitehead  Bros,  Company  ei  al. 


Question  2c  (3).  Dissolutions  Since  1938 

Since  July  1,  1938,  the  Department  of  Justice  has  requested  the  couits  to 
decree  dissolution  or  divestiture  in  a number  of  antitrust  suits.  Many  of  the 
more  important  of  these  suits  are  still  pending  in  the  trial  courts  awaiting'decision 
or  entry  of  a final  judgment.  The  following  is  a list  of  cases  falling  in  this  cate- 
gory arranged  in  the  order  in  which  the  suits  were  filed.  The  last  eight  in  the 
list  have  all  been  filed  since  May  15,  1946. 

United  States  v.  Paramount  Pictures,  Inc,  (434),  66  F.  Supp.  323  (S.  D.  N.  Y.).* 
United  States  v.  American  Optical  Company  (557). 

United  States  v.  General  Motors  Corp,  (566), 

United  States  v.  General  Electric  Company  (575). 

United  States  v.  General  Electric  Company  (747). 

United  States  v.  American  Air  Filter  Company,  Inc,  (773). 

United  States  v.  Foresial  Land,  Timber  and  Railways,  Ltd,  (787). 

United  States  v.  Imperial  Chemical  Industries,  Ltd,  (789), 

United  States  v.  New  York  Central  Railroad  Company  (795). 

United  States  v.  Association  of  American  Railroads  (803). 

United  States  v.  Gray  & Company  (804). 

United  States  v.  Libbey~0 wens- Ford  Glass  Company  (822). 

United  States  v.  Cloak  & Suit  Trucking  Association,  Inc,  (824). 

United  States  v.  American  Locomotive  Company  (825). 

United  States  v.  Women's  Sportwear  Manufacturers  Association  (827). 

United  States  v.  Electrical  ApparaUis  Export  Association  (834). 

United  States  v.  Pacific  Greyhound  Lines  (835). 

United  States  v.  Scophony  Corporation  of  America  (837). 

United  States  v.  International  Nickel  Company  of  Canada,  Ltd,  (849). 

United  States  v.  American  Lecithin  Company  (850). 

United  States  v.  General  Instrument  Corporation  (855). 

United  States  v.  A,  B,  Dick  Company  (857). 

United  States  v.  Yellow  Cab  Company  (860). 

Linited  States  v.  Timken  Roller  Bearing  Company  (865). 

United  States  v.  SKF  Industries,  Inc.  (866). 

United  States  v.  Norma-Hoffman  Bearings  Corp,  (867), 

In  the  Paramount  and  Aluminum  cases  the  Government  asked  for  dissolution 
but  the  prayers  were  not  granted.  The  trial  court  has  not  entered  its  final  order 
in  the  Paramount  case,  so  no  decision  has  been  reached  as  to  whether  the  Govern- 
ment will  appeal.  In  the  Aluminum  case  the  appellate  court  ordered  the  decision 


1 The  numbers  refer  to  the  case  numbers  in  the  answer  furnished  to  question  2a  of  the  committee’s 
questiomiaire. 
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on  (dissolution  of  Alcoa  stayed  until  the  United  States  disposed  of  its  alumina 
and  aluminum  plants  constructed  during  the  war.  The  court  said  that  the  dis- 
position of  these  plants  might  restore  competition  in  the  industry  and  make 
dissolution  unnecessarv- 

Since  July  1,  1938,  there  have  been  about  25  cases  under  the  Sherman  Act 
in  which  a final  judgment  in  the  trial  court  has  been  entered  in  wtiich  the  relief 
grant-ed  may  be  classified  under  the  general  term  “dissolution.”  ^ a considerable 
number  of  these  suits,  however,  resulted  in  dissolutions  of  trade  associations  of 
various  kinds,  as  distinguished  from  dissolutions  of  large  industrial  corporations. 

Because  of  this  distinction,  the  response  to  your  inquiry  is  divided  into  four 
parts: 

I.  Dissolutions  of  major  importance  affecting  large  industrial  or  trans- 
portation corporations. 

II.  Dissolutions  of  local  or  regional  trade  associations  in  the  construction 
industrv, 

V 

III.  Dissolutions  jof  local  and  regional  food  associations. 

IV.  Miscellaneous  dissolutions. 

Practically  all  of  the  cases  involving  dissolutions  of  major  importance  since 
Juljr  1,  1938,  are  still  pending  either  on  appeal  or  in  the  district  court  for  final 
action  after  appeal.  (The  following  list  does  not  include  those  cases  still  in  the 
trial  stage  or  awaiting  trial.  These  cases  are  listed  on  p.  1.)  In  the  Pullman 
case,  for  example,  one  of  the  most  important  suits  in  recent  years,  the  Govern- 
ment has  appealed  the  decision  of  the  lower  court  and  final  disposition  is  held 
up  pending  the  decision  in  the  Supreme  Court. 

I,  MAJOR  dissolutions 

1.  In  United  States  v.  Swift  & Co,,  286  U.  S.  106  (petition  filed  February  27, 
1920)  (D.  C.),  after  several  appeals  to  the  Supreme  Court,  a final  decree  was 
entered  on  June  15,  1932,  giving  the  defendants  1 year  within  which  to  dispose 
of  unrelated  lines  of  business.  On  July  8,  1932,  trustees  were  appointed  to  dis- 
pose of  stockholdings  by  Swift  & Co.  in  incorporations  furnishing  stockyard 
facilities  and  in  Libby,  ^IcNeill  & Libby  (a  large  food-canning  concern.)  On 
April  11,  1939,  the  Government  filed  a motion  for  instructions  to  the  trustees 
appointed  to  dispose  of  the  Libby  stock.  Thereupon,  the  court  ordered  that  the 
stock  should  be  sold  without  further  delay.  On  November  18,  1939,  Swift  & Co. 
filed  its  plan  for  divestiture  of  the  Libby  stock,  providing  for  the  complete  reor- 
ganization of  Libby.  The  plan  was  approved  by  the  court.  The  date  for  filing 
the  registration  statement  with  the  Securities  and  Exchange  Commission  was 
extended  several  times  and  finally  approved  July  29,  1941. 

An  order  was  entered  December  20,  1941,  approving  the  sale  by  Swift  & Co. 
of  its  shares  in  the  Jersey  City  Stockyards  Co.  In  1942  Swift  & Co.  sold  its 
stock  interest  in  St.  Joseph's  Stockyards  Co. 

The  effect  of  divesting  Swift  of  its  interest  in  the  food-processing  business  was 
to  deprive  Swift  of  some  of  its  competitive  advantage  over  independents  not 
having  the  advantages  of  integration  that  it  possessed.  The  effect  of  requiring 
Swift  to  divest  itself  of  its  interest  in  stockyards  was  to  impair  its  power  to  control 
the  prices  and  supply  of  livestock  in  the  stockyards  and  to  aid  in  freeing  the  live- 
stock market  from  monopolistic  control  by  major  packers. 

Closed. 

2.  In  United  States  v.  Hartford-Empire  Co,,  46  F.  Supp.  251;  323  U.  S.  386; 
324  U.  S.  570  (complaint  filed  December  11,  1939)  (N.  D.  Ohio),  the  final  judg- 
ment entered  (after  an  afmeaj  to  the  Supreme  Court)  on  October  31,  1945,  required 
the  dissolution  of  Glass  Container  Association,  a trade  association;  required  Ball 
Bros,  to  dispose  of  one  of  its  plants  which  was  not  in  use;  and  required  Lynch 
Corp.  to  dispose  of  certain  glass-making  machinery  assets  in  one  of  its  plants. 
Tne  dissolution  of  the  association  has  already  been  effectuated.  It  should  be 
noted  that  shortly  after  the  dissolution  of  the  association,  a glass  institute  was 
formed  which,  to  a considerable  extent,  replaced  the  association  but  whose  by- 
laws have  been  framed  witti  the  object  of  preventing  the  abuses  which  the  asso- 
ciation had  committed.  The  final  decree  for  5 years  prohibits  the  defendants  in 
the  suit  from  becoming  members  of  the  Glass  Institute  although  permitting  a 
certain  amount  of  cooperation  in  common  activities.  The  effect  of  this  dissolu- 
tion has  been  to  vest  control  of  trade-association  activities  in  the  hands  of  the 
smaller  units  of  the  industry  rather  than  with  the  prior  association.  As  of  the 

* As  this  term  is  generally  used  it  Includes  those  cases  in  which  defendants  are  required  to  divest  them- 
selves of  securities  or  other  assets. 
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present,  neither  Ball  Bros,  nor  Lynch  has  disposed  of  the  properties  they  are 
required  to  sell.  Lynch,  however, by  the  court's  decree  does  not  have  to  make 

an  offer  of  sale  prior  to  September  1947. 

The  judgment  also  required  certain  offlci  ns  of  Corning  Glass  Works  to  divest 
themselves  on  or  before  October  31,  1948,  of  all  stock  that  they  own  or  control  in 
Hartford. 

In  the  trial  court,  the  Government  had  asked  for  the  dissolution  of  Hartford- 
Empiro  Co.  In  lieu  therefor,  the  court  required  compulsory  licensing,  royalty-free 
of  Hartford's  patents.  When  the  Supreme  Court  refused  to  sanction  royalty-free 
licensing,  the  Government  unsuccessfully  raised  the  issue  of  dissolution  of  Hart- 
ford before  the  Supreme  Court.  The  final  judgment  expressly  rciservos  in  the  trial 
court  the  right  to  decree  dissolution  of  Hartford  if  the  decree  entennl  is  found  not 
effective  to  correct  the  antitrust  violations  upon  which  judgment  was  based. 

Pending  in  the  district  court.  . or  ir 

3.  In  Uniied  States  v.  Crescent  Amusejneat  Co.,  31  F.  9upp.  730;  323  U.  b.  173 
(M.  D.  Tenn.)  (complaint  filed  August  11,  1939),  a judgment  was  entered  on 
Mav  17,  1943,  requiring  the  corporate  defendants  to  divest  themselves  within  a 
year  of  any  and  all  interest  in  one  another.  This  jndgnient  was  affirmed  by  the 
Supreme  Court  with  an  additional  prohibition  against  future  acquisitions  of 
theaters  except  after  permission  of  the  court  upon  an  affirmative  showing  that 
competition  would  not  be  unreasonably  restrained. 

The  1-year  period  has  been  extended  from  time  to  time.  As  of  tlie  present 
time,  dissolution  of  affiliated  interests  has  occurred  with  respect  to  three  corpora- 
tions involved.  Four  other  such  interests  remain  to  be  dissolved. 


Pending;  final  action  by  the  defendants  to  comply  with  the  order.  ^ 

4.  In  United  States  v.  Schiyie  Chain  Theatres,  Inc.,  03  F.  Supp.  229  (X.  D.  N. 


Y.) 


(complaint  filed  August  7,  1939),  a temporary  consent  judgment  was  entered  in 
1942.  The  defendants  were  retiuired  to  divest  themselves  of  their  interest  in 
some  16  theaters  acquired  after  the  commencement  of  the  action.  As  of  the 
present,  the  defendants  have  divested  themselves  of  an  interest  in  11  theaters. 
A final  judgment  entered  by  the  court  in  July  1946  requires  the  divestiture  by 
the  defendants  of  approximately  40  to  50  additional  theaters.  Pending  an  appeal 
to  the  Supreme  Court,  provisions  of  this  judgment  have  been  stayed. 

Pending;  on  appeal.  ^ 

5 In  United  States  v.  Pullman  Companif,  50  F.  Sup]).  123;  53  I.  bupp.  908; 
55  F Supp.  985  (complaint  filed  July  12,  1940)  (E.  D.  Pa.),  a judgment  was 
entered  IMay  8,  1944,  requiring  Pullman  Co.  to  elect  to  dispose  of  either  its  oper- 
ating or  manufacturing  company  within  90  days.  Pullman  elected  to  sell  the 
operating  company,  and  on  IVIarch  12,  1945,  the  court  authorized  Pullman  to 
negotiated  for  sale  of  the  assets  or  stock  of  the  operating  company  and  required 
the  contract  of  sale  to  be  made  within  1 year.  Four  offers  to  purchase  tlie  stock 
of  the  Pullman  Co.  were  submitted  and  Pullman  accepted  the  offer 

roads  doing  over  95  percent  of  the  passenger  business.  On  December  18,  194o, 
the  court  ap]:>roved  acceptance  of  this  offer  and  entered  its  order  on  January  4, 
1946.  On  March  4,  1946,  the  Government  filed  an  appeal  to  the  Supreme 
Two  of  the  unsuccessful  bidders  for  the  Pullman  stock  who  had  been  allowed  t^ 
intervene  have  also  taken  an  appeal.  Pending  disposition  of  the  appeal,  the  court 
provided  that  the  defendants  should  contimie  operations  with  disposition  of  the 
profits  dejiendent  on  the  final  decision. 

Pending;  on  appeal.  o tt  q 9 

6 In  Uniied  States  v.  Natio7ial  Lead  Company,  63  r . Supp.  ol3;  66  V.  b.  ^ 

(complaint  filed  June  24,  1944)  (S.  D.  N.  Y.),  after  trial,  a final  decree  was  en- 
tered October  11,  1945,  which  provided  that  the  defendants  National  Lead  and 
Titan  Co.,  Inc.,  were  required  to  present  a plan  for  divestiture  of  foreign  stock- 
holdings in  certain  foreign  subsidiaries.  The  court  denied  a request  m the  Gov- 
ernment for  divestiture  by  du  Pont  and  Titan  of  certain  plants.  The  case  is 
pending  in  the  Supreme  Court  on  appeal. 

Pending;  on  appeal.  ,.^,1^1  1 mm 

7.  In  United  States  v.  Diamond  Match  Company  (complaint  filed  Mav  L 1944) 

(S  b N Y ),  CL  consent  judgment  was  entered  on  April  9,  1946.  I he  delendant 
Berst-Forster-Dixfield  Co.  was  directed  within  5 years  to  divest  itself  of  its  capital 
stock  holdings  in  defendants  Ohio  Match  Co.  and  Lion  Match  ( o..  Inc, 
defendant  William  Gordon  Corp.  was  directed  within  3 years  to  divest  itself  ot 

its  stock  holdings  in  tlie  same  two  companies. 

Pending;  final  action  by  defendants  to  (*omply  with  the  order. 
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II.  CON.STRUCTIO.V  INDUSTRY  CASES 

8.  In  United  States  v.  Plumbing  and  Heating  Industries  Administrative  Associa- 
tloy  Inc.  (complaint  filed  December  22,  1939)  (D.  C.),  a consent  decree  was 
entered  on  December  2*.,  1939,  dissolving  the  Plumbing  and  Heating  Industries 
Administrative  Association,  Inc. 

Closed. 

] States  V.  Union  Painters  Administrative  Association,  Inc.  (com- 

p aiiit  filed  December  22,  1939)  (D.  C^),  a comsent  decree  was  entered  the  same 
day  dissolving  the  association. 

Closed. 

Cl  United  States  v.  Excavators  Administrative  Association,  Inc.  (complaint 

filed  December  22,  1939)  (D.  C.),  a consent  decree  was  entered  the  same  dav 
dissolving  the  association. 

Closed. 

11.  In  United  States  \\  Mason  Contractors  Association  of  the  District  of  Columbia 
Com])laint  filed  March  12,  1940)  (D,  f\),  a consent  decree  was  entered  the  same 
day  providing  f()r  the  dissolution  of  the  association 

Closed. 

Each  of  the  four  associations  involved  in  these  dissolutions  (8-11)  was  an 
incorjxirated  organization  of  the  dominant  contractors  in  the  District  of  Columbia 
III  each  of  the  industries  involved.  Among  the  primarv  ])urposes  of  these  as<=;o- 
ciations  was  that  of  engaging  in  activities  in  violation  of  the  Sherman  Act  such 
as  pooling  of  bids,  bid  rigging,  and  boycotting  members  of  the  industries  who 
laileo  to  adhere  to  the  rules  of  the  associations.  It  appears  that  as  a result  of 
the  dissolutions  much,  if  not  all,  jirice  fixing  on  construction  work  in  the  District 

ot  Columbia  accomplished  by  means  of  the  associations  involved  in  these  cases 
nas  ceased. 

Marble  Companies^  Inc.,  a complaint  was 
filed  on  October  «4  1J41  (N.  D.  ( alif.).  On  the  same  dav,  a consmit  decree  was 
entered  proviamg  for  the  di'^soliition  of  Associated  Mnrhle  Co<  Inc 

Closed. 

13.  In  I niied  States  v.  Retail  Lumbermen's  As.sociaiion  (D.  ('olo.),  a complaint 
was  filed  on  Octolier  24,  1941,  and  on  the  same  day  a consent  decree  was  entered 
ordering  the  dissolution  of  the  association. 

(dosed. 

III.  FOOD  OASES 

14.  I n I nitvd  States  v.  Connecticut  I ood  Council,  Inc.,  a complaint  was  filed  on 
November  3,  1941,  and  on  Xoveml)er  5,  1941,  a consent  decree  was  entered  Tlie 
decree  or(*en*d  the  dissolution  of  the  Connecticut  Food  C-ouncil  Inc 

(dos<‘d.  ’ 

10.  In  I njled  Slates  v.  Maine  Food  Council,  Inc.,  a ooinplaint  was  filod  on 
uncpmoor  l i,  i941.^  A consont  dnem'  was  entorod  Dneomber  19,  1941,  ordnrinc 
the  dissolution  of  Aiaino  Food  Council,  Inc. 

('losf‘d. 

Hi.  In  United  Sinies  v.  Rhode  Island  Fond  Council,  Inc.,  a eomnlaint  was  filed 
on  IH'cembor  19,  1941.  A ponsrnt  dneroo  piitered  on  the  .same  dav  ordered  the 
dissolution  of  the  Khodc^  Island  Food  Council,  Inc. 

Closed, 

1 1.  In  I nited  Stales  v.  Massachusetts  Food  Council,  Inc.  (1).  Mass  ) a com?)laint 
was  fi  ed  and  a consent  decn^e  entered  on  November  1 . 1 94 1 . The  di  cree  abolished 
the  iMassaciuisid ts  lood  C ouncil  Jnc 

Closed. 

^ States  V.  Mashingion  Wholesale  Grocers  AssonoHon  (W  D 

W ash.)  a complainl  was  filed  July  1,  1942.  A consent  decree  was  entered 'nro- 
viding  for  llu*  dissolution  of  the  association. 

( dosed. 

Tliese  corporations  (14-19)  were  tlie  organizations  through  which  a conspiracy 
to  restrain  trade  and  fix  prices  of  grocery  products  in  these  States  was  effected^. 

As  a result  of  the  aissolution  the  unla\\ful  activities  bv  these  associations  have 
ceased. 

7 States  v.  U ashington  ]\  holesale  Tobacco  and  Candy  Di.sirihuiors 

Inc.  (U.  D.  A\ash  ),  a complaint  was  filed  on  August  24,  1942.  The  consent 
judgment  entei eel  the  same  day  provided  for  dissolution  of  the  defendant  'Wash- 
ington lobacco  Bureau,  Inc. 

Closed. 
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IV.  miscellaneous  dissolution  cases 

20.  In  United  States  v.  Imperial  Wood  Stick  Co.  (S.  D.  N.  Y.),  a petition  was 
filed  on  June  5,  1939,  and  on  June  6,  1939,  a consent  decree  was  entered  dissolving 
the  Imperial  Wood  Stick  Co. 

Closed. 

21.  In  United  States  v.  Swiss  Bank  Corporation  (D.  N.  J.),  a complaint  was 
filed  on  December  17,  1941.  On  the  sam*^  day  a consent  decree  was  entered 
requiring  Swiss  Bank  to  divest  the  stock  it  owned  or  controlled  in  Schering 
Corp.,  of  Bloomfield,  N.  J.,  a manufacturer  of  pharmaceuticals  and  related 
products.  Before  effecting  tlie  sale,  and  on  April  18,  1942,  the  Alien  Property 
Custodian  vested  the  Schering  stock.  The  vesting  order  is  still  in  effect. 

Closed. 

22.  In  United  States  v.  Wholesale  Waste  Paper  Co.  (E.  D.  Mich.)  (complaint 
filed  February  19,  1942),  a consent  decree  was  entered  on  February  19,  1942, 
dissolving  the  Wholesale  Waste  Paper  Co. 

Closed. 

23.  In  United  States  v.  Freightways  et  al.  (iS.  D.  Calif.)  (complaint  filed  February 
3,  1942),  a consent  decree  filed  on  April  14,  1943,  required  Freightways  to  be 
dissolved. 

Closed. 

24.  In  United  States  v.  Auditorium  Conditioning  Corporation  (S.  D.  N.  Y.) 
(complaint  filed  August  19,  1943),  a consent  decree  was  entered  on  September 
28,  1945,  requiring  the  dissolution  of  the  Auditorium  Conditioning  Corp. 

Closed. 

25.  In  United  States  v.  Allied  Van  Lines,  Inc.  (N.  D.  111.)  (complaint  filed 
January  11,  1944),  a consent  judgment  entered  in  October  1945  ordered  the 
defendant  National  Furniture  Warehouseniiui’s  Association  to  divest  itself  of  all 
interest  in  the  defendant  Allied  Van  Lines,  Inc. 

Closed. 

26.  In  United  States  v.  Borax  Consolidated^  Ltd.  (complaint  filed  December  14, 
1944)  (N.  D.  Calif.),  under  a consent  judgnnmt  entered  in  August  1945,  a receiver 
was  appointed  to  sell  certain  mining  properties  owned  by  Borax  or  its  subsidiary 
Pacific  Coast  Borax  Co. 

Closed. 

Question  2c  (4).  Importance  of  the  Decision  in  the  Tobacco  Case  (U.  S.  v. 

American  Tobacco  Co.,  147  F.  (2)  93,  66  Supp.  Ct.  1126) 

The  tobacco  industry  is  complicated  and,  in  many  respects,  unique  in  its  oper- 
ating practices.  The  decision  of  the  Supreme  Court  sustaining  the  convictions  of 
the  leading  companies  in  the  tobacco  industry,  and  their  principal  officers,  means 
that  their  operations,  as  conducted  prior  to  the  institution  of  the  prosecution,  were 
illegal  and  must  be  changed.  If  appropriate  changes  are  not  initiated  by  the 
companies  involved,  the  Government  will  again  take  the  initiative  to  bring  about 
conditions  in  the  industry  that  will  be  in  harmony  with  law.  This  matter  is 
presently  under  active  consideration  by  the  Department  of  Justice,  but  the  precise 
effects  of  the  necessary  changes  on  the  tobacco  industry  and  on  other  industries 
cannot  yet  be  acertained  or  predicted. 

The  tobacco  case  is  of  considerable  importance  from  the  legal  point  of  view. 
As  a result  of  the  decision,  it  is  clear  that  the  power  plus  the  intent  to  exclude 
competitors  is  illegal  even  though  the  power  has  never  been  exercised.  There  have 
been  other  Supreme  Court  decisions  supporting  this  conclusion.  However, 
language  in  some  decisions  tended  to  throw  doubt  on  the  principle  followed  in  the 
Tobacco  case. 

In  the  Tobacco  opinion  the  Court  has  removed  these  doubts  by  its  holding  that 
acquisition  and  maintenance  of  monopoly  power  is  illegal  under  the  Sherman  Act 
and  that  it  is  not  necessarj’  to  show  that  the  power  had  actually  been  used  to 
eliminate  competition  or  to  control  the  mark«‘t.  It  is  difficult  to  assess  the  impor- 
tance of  this  case  on  future  antitrust  action  One  point,  however,  Is  clear.  The 
Department  will  not  be  deterred  from  instituting  actions  against  monopolies  by 
the  fact  that  the  monopoly  power  over  the  market  had  not  been  exercised.  To  the 
extent  that  the  Tobacco  decision  removes  any  doubt  as  to  this  rule,  it  will  facilitate 
antitrust  enforcement.  For  example,  a dt'fense  commonly  heard  in  antitrust 
cases  is  that  monopoly  was  “thrust  upon”  an  industry  and  that  the  power  had 
never  been  exercised  against  competitors.  This  defense  has  not  been  successful 
in  any  recent  antitrust  cases.  However,  the  Tobacco  case  presumably  will 
eliminate  it  in  all  future  cases. 


ECONOMIC  CONCENTRATION  AND  MONOPOLY 


239 


Question  2c  (6).  Control  of  Monopolies  by  Financial  Groups 

In  appraising  the  influence  of  financial  groups  on  competition  in  American 
industry,  it  is  important  to  keep  in  mind  that  investment  bankers  are  primarily 
interested  in  the  sale  of  securities.  These  sales  are  the  principal  source  of  their 
income  and  consequently  it  is  natural  for  them  to  seek  every  opportunity  to 
stimulate  new  security  issues.  Since  these  bankers  also  act  as  financial  advisers 
to  the  companies  which  issue  the  securities  they  sell,  they  are  in  a strategic  and 
powerful  position  to  create  the  business  they  seek. 

Mergers  and  combinations  are  among  the  most  prolific  sources  of  new  security 
issues.  Two  or  three  companies,  each  of  them  too  small  or  too  closely  held  to 
be  a source  of  security-selling  biishiess,  when  combined  can  become  the  base  for 
the  flotation  of  a substantial  stock  or  bond  issue.  In  a great  many  instances 
investment  bankers  have  been  most  instrumental  in  bringing  together  two  or 
more  competitors  in  an  industry  and  combining  them  into  a single  company. 

These  mergers  and  consolidations  have  many  advantages  from  the  viewpoint 
of  the  investment  banker.  First  of  all,  they  create  a new  and  much  larger 
security  issue  for  them  to  market  than  would  otherwise  be  available:  second,  in 
the  process  of  recapitalizing  the  combined  assets  of  the  old  companies,  the  banker 
may  have  an  opportunity  to  secure  a substantial  intere^st  in  the  new  and  larger 
company  and.  third,  they  frequently  manage  to  place  themselves  on  the  board 
of  directors  of  a newly  created  company. 

As  for  the  general  public,  however,  these  mergers  and  consolidations  have 
frequently  resulted  in  reduced  competition  within  an  industry  and,  therefore,  less 
competitive  pricing.  The  financial  advantages  which  accrue  to  the  investment 
banker  are  not  always  accompanied  by  the  advantages  of  lower  prices  or  a belter 
product  for  the  consumer.  In  many  instances  there  is  no  technological  gain  as 
a result  of  a combination  of  the  various  companies.  In  some  cases,  the  elimina- 
tion of  competition  among  these  companies  Ixas  probably  retarded  the  techno- 
logical development  of  the  particular  industry. 

Practically  every  important  industry  show^s  the  effect  of  the  investment  banker's 
inclination  to  merge  and  combine  competing  companies.  Probably  the  most 
outstanding  historical  example  of  such  a combination  was  the  formation  of  the 
United  States  Steel  Corp.  at  the  beginning  of  the  century.  The  banking  firm  of 
J.  P.  ^lorgan  was  instrumental  at  that  time  in  bringing  together  a number  of 
steel  companies  to  form  one  of  the  earliest  corporate  giants  of  American  industry. 
In  order  to  survive,  some  of  the  small  units  in  the  industry  also  had  to  combine; 
the  consequence  was  a further  reduction  of  the  area  of  competition  in  this  industry. 
Other  industries,  such  as  chemicals,  building  materials,  other  metals,  and  even 
bread  baking  and  milk  distribution,  have  experienced  the  same  sort  of  develop- 
ment. In  all  those  cases,  investment  bankers  played  a very  powerful  and  im- 
portant role  in  bringing  together  and  combining  competing  companies. 

As  w^as  pointed  out  earlier,  these  bankers  not  only  obtain  for  themselves  the 
profitable  securities  business  of  new  companies,  but  also,  in  many  cases,  secure  a 
place  on  the  board  of  directors  and  a i>ermanent  voice  in  the  management  of  the 
company.  Generally  speaking,  the  banker  on  a board  of  directors  is  bound  to  be 
an  influence  against  comiietition.  In  his  own  special  field  unrestricted  competition 
is  considered  somewhat  unetliical  and  undignified.  Bankers  do  not  think  it 
prop<?r  to  try  to  entice  away  one  another’s  customers.  In  fact,  they  prefer  to 
think  of  themselves  as  having  a so-called  professional  relationship  with  their 
customers  whom  they  prefer  to  call  clients. 

Even  the  banker's  securities  business  is  a brake  against  competition  in  anj’ 
industry  wliere  his  voice  carries  weight.  In  the  marketing  of  securities,  bankers 
usually  form  large  underwriter  syndicates.  As  a general  ])ractice.  they  partici- 
pate in  one  another’s  syndicates.  Thus  it  is  not  at  all  unusual  for  the  invest- 
ment banker  who  is  represented  on  the  board  of  directors  of  one  steel  company 
to  be  active  in  the  sales  of  a competing  steel  company’s  securities.  These  ties 
in  the  banker’s  major  field  of  activity,  securities  merchandising,  cannot  help  but 
restrict  seriously  liis  interest  in  competition  as  a company  director.  The  friendly 
relations  with  other  investment  bankers  arc  more  valuable  to  them  than  the 
expansion  of  a particular  company  as  a result  of  successful  competition  against 
other  companies  in  the  same  field. 

Industry’s  silence  on  banker  influence  is  mute  testimony  to  its  strength,  not  a 
sign  of  its  absence.  As  long  as  they  are  dei^endent  on  a particular  banking  group 
for  their  financing,  they  dare  not  protest  against  such  influence,  even  if  it  means 
that  a particular  company  does  less  business  than  it  would  if  it  Avere  free  to  com- 
pete more  vigorously. 
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monopolistic  business  bv  financial  sroups  is 
Question  2d 

Dminrf  askcci  for  a list  of  the  antitrust  cases  instituted  bv  the 

succeSfllr  ■‘""r.  1-  that  have  been  “most  significantly 

ing  concentration  ” toa^nher  “breaking  monopolies  and  retard 

nf  ^ V''^^  a brief  statement  of  their  “significance  in  terms 

of  the  effect  on  the  practices  of  the  particular  industries.”  'bmntancc  terms 

andVavTconfi^ied'thp'lf^^  ^ve  have  e^cluded  criminal  cases  from  consideration 
ana  na\e  confined  the  list  to  civil  cases  because:  (1)  It  is  impossible  to  measure 

with  any  respectable  degree  of  accuracy  the  full  effect  of  crimfnal  prosecutions  in 
removing  restraints  of  trade;  (2)  the  Division  has  never  S iiffijfent  ^ 

trons^hav^  theoretical  study  of  the  extent  to  which  criminal  prosecu^ 

b^d„  Z'lTTh,,'’’"’*  <"■  prevented  prospective  restrairte. 

cannot  be  doubted  that  cnnunal  iirosoeutions  are  of  tremendous  imnortance  in 

moMng  and  preventing  monopolistic  practices.  Such  prosecutions  bear  the 
ne^^ql^fd^f^  enforcement  of  any  other  criminal  statute.  Persons  once 

Ser  OtW^  T bkely  to  continue  the  offense  or  to  commit  an- 

deterred  h v tempted  ro  engage  in  monopolistic  practices  are 

Tfilrl  that  the  statute  is  being  vigorouslv  enforced, 

and  pasps  ”1  which  criminal  prosecution  affords  the  better  remedy 

and  others  in  which  civil  relief  is  the  more  effective.  Where  the  restrictive  nra/- 

in  addhmn  ^fo ^ the  Government  can  obtain  affirmative  civil  relief— felief 
^ a simple  prohibition  against  continuation  of  the  unlawful  activi- 

oniv^  n ^u  V’’""  •7''  .satisfactorv.  However,  w^crc  the 

h ^‘'bef  IS  an  injunction  ordering  the  defend.^nts  to  cea.se  engaging 

n certmn  practices  violative  of  the  law.  the  criminal  prosecution  rnsuailv  thf 

b^xamples  of  re.strictive  practices  coming  within  this  catogorv 
• p e fixing,  boycott,  and  tlie  like,  in  such  cases  there  is  no  snlistantiul  Td 
ZSv  d'„" tS‘"  decree  dir,. c, ing  the  pariie,  ,o  de.iei;  ite  a^di,‘''la«e 
na^bes  7 1'l  satisfactory  r-dief  is  criminal  prosecution  of  tlie  gniltv 

ksnlts'  knnTnf  prosecution,  liowcver,  to  measure  the  fuil 

But  we  can  if  ^b^t.  the  particular  practices  charged  usuallv  cease, 

small  busiest  '7^'’’  savings  to  consumers  or  benefits  to 

tors  influpnp’ino-  n^iV  ^ price-fixing  case,  since  there  are  so  manv  fac- 

^ precisely  what  reduction  in  price'is  at- 

Im  nro^seeW^  antitrust  prosecution  or  what  the  price  would  have  been  but  for 

cour.se  IS  It  po.ssible  to  measure  the  deterrent  effect 

proS^ffiC^^^^^  the  effects  of  such 

analysis  of  antitrust  work  overlooks  one  important  aspect  of 
our  enforcement  program,  namely,  the  industrv-wide  campaigns  in  wliich  a series 

?1  1".“™  ™"'f  '*"■  Xo,ai.te  «an,|.ic»  of  theS are 

the  large  mimlior  of  ca.sns  lirought  in  the  con.stniction  iiidu.stries  l:efore  the  war- 

the  numerous  casp  m the  production  and  distrilnition  of  food:  the  manv  patent 

Z VT.'l  ‘are  referred  to  elsewhem;  and  the  cartel  prograni  Sich  ha.s 

occupied  the  time  of  a con.siderable  staff  during  the  pa.st  3 vears.  Few  of  the 

witliin  each  i»rogram  may  lie  clash'd  as  “one  of  the  most  impor- 
ifimt  en'^so  "^bin  each  field  is  probably  more  important  than  any 

7 pointed  out  preliminarily  that  the  results  in  certain  civil  cases 
fhl  P^^i'^olarly  significant  not  because  of  tlie  restrictive  practices  eliminated  in 
involved,  but  because  those  practices  represent  a pattern  followed  in 
If  industries,  and  sueex-ssful  conclusion  of  tlie  particular  case  results  in  cessation 
of  .similar  practices  in  other  industries.  For  example,  the  Masonite  (.see  I'nited 

7-  7 ’ Ethyl  Gasoline  (.see  Ethyl  Gasoline  v. 

TTiV  77c  7 ’cP'rit?7’  nnd  I nivis  Lens  (see  Univts  Lens  Company  v. 

LZZZ  Z ^ eases  (Nos.  503,  504,  and  558)  each  established  an 

important  principle  of  patent  law  transcending  the  economic  results  obtained  in 
the  particular  industry  involved.  Another  example  is  the  Hartford-Empire  case 
Although  w consider  it  significantly  successful  in  the  glass  container  industry. 

It  \Mll  i>robably  have  even  wider  ramifications  in  other  fields  where  patents  have 
been  used  to  eliminate  competition.  This  is  Ixicause  of  the  Supreme  Court  ruling 
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in  the  case  that  unrestricted,  compulsory  licensing  of  all  applicants  at  a reasonable 
royalty  is  appropriate  ndief  where  defendants  liave  dominated  an  industry  by 
means  of  a combination  to  obtain  a monopoly  of  all  patents  in  a field.  AVe  have 
not  included  other  cases  of  this  kind  in  the  list,  however,  since  we  understand  that 
the  committee  is  interested  in  cases  of  the  most  significance  from  the  point  of  view 
of  their  impact  upon  practices  in  the  particular  industry  involved. 

We  have  confined  our  list  of  cases  to  those  involving  industries,  or  memliers  of 
industries,  of  outstanding  national  ini])ortanco.  Cases  that  have  been  strikingly 
successful  in  removing  restraints  of  trade  in  relatively  less  ini})or1ant  industries  or 
only  in  a relatively  limited  geographical  area  have  not  been  included.  For 
instance,  certain  of  the  cas<‘s  reviewed  in  the  document  handed  tlie  committee 
entitled  ‘^Antitrust  Cases  in  the  Construction  JndustrA'^^  were  successful  in 
removing  the  restraint  in  the  particular  geographical  area  involved  in  the  proceed- 
ing. The  V(‘hicuiar  Parking  case  (No.  724)  is  another  example  of  a case  that  was 
very  successful  in  breaking  a monopoly  (parking  meters),  but  we  have  not  included 
it  because^  the  j>arking  meter  industry  is  not  consideri'd  to  be  of  major  iiuj)onance. 

There  are,  of  course,  many  other  cases  which  fall  within  these  categories  that 
have  not  been  included.  For  exaiujjle,  in  at  least  14  cases  not  discussed  in  this 
memoranduni,  the  relief  granted  included  the  requirement  that  the  defendants 
license  their  j)ateiits  cither  at  reasonable  royalty  rates  or  without  royalty  to  all 
applicants.  These  cases  obviously  have  been  strikingly  successful  in  ‘‘breaking 
monopolies^’ — to  use  the  Avords  of  the  coinmittee’s  question.  The  monopoly  of 
tlie  patents  in  (‘ach  of  these  cases  was  totalh*  or  largelv  destroyed.  The  names 
of  tlu‘se  cases  are  set  forth  in  (lie  marain  * and  we  are  furuishiiig  tlie  committee 
with  a copy  of  the  final  dt'cree  in  each. 

A few  cases  have  not  been  included  for  discussion  because  of  the  fact  that 
insufficieiit  time  has  elapsed  since  the  eiitr\  of  the  decree  to  measure  tlie  results 
of  the  final  judgment  in  terms  of  ecoiioiiiic  etfecls.  An  exanqile  of  a case  failing 
in  this  categttry  is  States  v.  horns  ('onsoUitatid^  Ltd.  (Xo.  807'.  Iii  that 

ease  the  f government  alleged  that  the  defendants  acquired  control  of  virtually 
the  entire  world’s  outjiut  of  borax  and  had  htrmed  a cartel  A\hich  subjected  the 
distribution  of  borax,  virtually  all  of  which  in  the  world  is  produced  from  raw 
materials  found  in  California,  to  the  control  of  a foreign  combine.  The  decr<‘0 
Avhich  was  entered  in  the  case,  among  other  things,  rctiuired  the  apjiointment 
of  a rcccivtT  to  sell  the  mining  jiropcrties  oAvned  by  certain  of  the  defendants 
in  the  case.  The  decree,  hoAvever.  has  only  been  in  elTeet  for  about  a year. 
Although  the  receiAU'r  has  taken  charge  of  the  proiierties  and  has  operated  them, 
no  sale  has  yet  been  effectuated  to  independeiit  inu-rests. 

Until  a customer  is  found  for  tliese  properties  it  cannot  be  said  that  comjietition 
has  been  fully  reestablished.  For  this  reason  the  case  lias  iioi  been  included  in 
our  discussion.  It  is  tyjjical  of  other  cases  Avliere  an  industry  has  been  opened 
to  all  apjilicants  as  a rt'sult  of  antitrust  action  but  due  to  tlie  A\ar  or  to  the  fact 
that  sufficient  time  has  not  elai^sed  the  economic  effects  of  the  relief  granted  by 
the  court  cannot  yet  be  measured.  The  Diamond  Match  decree  (Xo.  70S), 
entered  on  April  0,  1940,  and  the  Schine  motion-picture  circuit  decree  (Xo.  451), 
entered  on  Xoveml'cr  1,  1945,  are  other  examples  of  proceedings  in  Avhieh  decrees 
have  been  eiitcnHl  that  afTord  the  opportunity  for  competitors  to  succeed,  l>ut  it 
is  too  early  to  discuss  them  in  terms  of  their  economic  efTects.  Any  such  ilis- 
cussion  Avould  have  to  be  couched  in  terms  of  i)redictions. 

With  this  background.  A^e  come  to  a consideration  of  the  list  of  cases  selected. 

tment  of  Justice 


civil 


cases. 


Of 


Of  the  451  cases  instituted  under  the  antitrust  laws  by  tiu‘  Dopar 
since  January  1,  1937.  263  w(*rt‘  criminal  cas(*s.  This  leaA  es  188 
these  188,  60  liave  not  yo\  l)(*en  tried  and  lumce  our  selection  of  the  casi*s  for 
discu.ssion  henun  has  been  made  from  a list  of  12S  civil  cases.  We  have  selected 
7 for  discussio!!  in  this  memorandum.  W'e  should  like*  to  point  out  to  the  com- 
mittee that  the  selection  Avas  not  made  on  the  basis  of  an  exhaust iAc^  economic 
survey  of  all  the  industries  involved.  On  the  basis  of  a more  complete  exumimi- 
tiou,  it  would  have  been  jiossibk*  to  include  more  cases. 


r 
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We  have  selected  the  following  cases  for  discussion  in  reply  to  the  committee^ 
question: 

United  States  v.  Aluminum  Company  of  Americu  et  al.  (No.  423); 

United  States  v.  General  Motors  Corporation  et  aL  (Nos.  438-439); 

United  States  w Hartford-Empire  Company  et  al.  (No.  469); 

United  States  v.  The  Pullman  Company  et  al,  (No.  546) ; 

United  States  v.  Standard  Oil  Company  {N,  J.)  it  al.  (Nos.  695-696); 

United  States  v.  Aluminum  Company  of  America  et  al.  (No.  698);  and 
Jjnited  States  v.  The  Associated  Press  et  ol.  (No.  731). 

The  cases  are  discussed  in  the  order  in  which  they  were  filed. 

United  States  v.  Aluminum  Company  of  America  et  al.  (No.  423),  44  F Supp  97 

(S.  D.  N.  Y.);  148  F,  (2d)  416  (C.  C.  A.  2) 

The  complaint,  filed  on  April  23,  1937,  charged  Aluminum  Co.  of  .\merica  with 
nonopolizing  the  manufacture  and  sale  of  virgin  aluminum  ingot  and  asked  that 
t be  dissolved.  The  complaint  also  charged  that  Alcoa  and  the  defendant 
\luminum,  Ltd.,  a Canadian  corporation,  had  entered  into  an  illegal  cartel  in 
Uuminiim.  The  district  court  dismissed  the  Government's  case  but  the  Circuit 
Jourt  of  Appeals  of  the  Second  C’ircuit  reversed  the  district  court  and  held  that — 

1.  Alcoa  had  an  illegal  monopoly  of  virgin  aluminum. 

2.  Aluminium,  Ltd.,  had  entered  into  an  unlawful  cartel  arrangement, 

3.  The  dissolution  sought  by  the  Governmenl  must  await  the  form  which 
the  industry  takes  after  the  disposal  of  the  Government  owned  or  controlled 
aluminum  plants. 

4.  Aluminium,  Ltd.,  to  be  enjoined  from  entering  into  any  cartel  agreement 
restricting  aluminum  imports  into  the  United  States. 

5.  The  illegal  and  predatory  practices  of  the  Aluminum  Co.  to  be  enjoined 
particularly^  that  practice  known  as  the  “price  squeeze,”  whereby  Alcoa 
discouraged  competition  in  the  fabrication  of  aluminum  by  narroVing  or 
“squeezing”  the  difference  between  the  price  of  its  ingot  and  the  price  of  its 
fabricated  aluminum. 

As  to  the  remedies,  the  Court  held  that  the  question  of  dissolution  of  the 
Uuminum  Co.  with  respect  to  the  production  of  ingots  should  wait  upon  the 
lisposition  of  the  Government's  war  plants  for  the  manufacture  of  ingot.  If  in  the 
lisposition  of  these  plants  competition  should  ensue,  it  may  not  be  necessary,  said 
he  Court,  to  dissolve  Alcoa  but  if  this  plan  does  not  succeed  appropriate  action 
nay  then  be  taken  by  the  district  court  to  break  up  the  monopoly. 

As  the  matter  now  stands,  it  appears  that  for  the  first  time  in  50  years  we  are  at 
he  threshhold  of  competition  in  the  aluminum  indtistry.  Genuine  competitors 
»f  Alcoa  have  acquired  several  of  the  war  plants,  including  those  for  the  production 
)f  alumina  from  bauxite,  aluminum  from  the  alumina,  and  several  fabricating 
)lants. 

The  battle  will  not  be  an  easy  one,  however,  for  the  smaller  competitors  because 
■*f  the  entranched  position  of  Alcoa  developed  during  a half  century.  They  have 
he  best  supplies  of  bauxite,  the  cheapest  electric  power,  the  best-located  plants, 

■ he  largest  engineering  staff,  important  patents,  and  the  most  experienced  sales 
1 orce,  all  of  this  backed  up  by  the  Mellon  millions. 

Because  of  the  importance  of  tlie  cost  and  marketing  elements  mentioned  above 
: n which  Alcoa  has  an  advantage,  it  seems  desirable  to  review  the  relative  positioii 
i*f  Alcoa  and  its  competitors.  Obviously  competition  is  just  getting  a start  after 

■ he  war  in  the  rearrangement  of  tlie  leased  war  plants  and  in  the  organization  of 
ihe  market.  Therefore,  anyone  of  a half-dozen  factors  as  applied  to  particular 
jdants  may  determine  their  survival. 

. iauxite 

At  the  present  stage  of  development,  cheap  bauxite  must  be  available  to  any 
] iroducer  of  aluminum.  In  terms  of  absolute  amounts,  the  world  is  full  of  bauxite 
j nd  alumina  clays,  but  this  is  not  significant  if  a few  companies  throughout  the 
’ rorld  have  the  prize  deposits.  Alcoa  unquestionably  has  among  the  best  deposits 
ii  the  world,  not  only  in  the  United  States  (Arkansas),  but  in  South  America 

1 nd  perhaps  in  other  areas.  Whether  other  com[>anies  will  finally  obtain  a 
supply  of  bauxite  on  somthing  near  equal  terms  Avith  Alcoa  remains  to  be  seen. 

. Electric  power 

Electric  poAver  is  the  second  most  important  raAv  material  in  the  production  of 

2 luminum.  It  requires  approximately  10  kilowatts  of  pOAA'er  to  produce  1 pound 
< f aluminum.  Tlierefore,  if  the  poAA'er  costs  3 mills  per  kiloAA'att  it  amounts  to 
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3  cents  per  pound  of  the  metal.  Alcoa  has  the  cheapest  power  in  the  United 
States  and  among  the  cheapest  in  the  Avorld.  This  is  especially  true  in  the  eastern 
areas  AA^here  the  great  market  for  aluminum  lies.  Power  in  the  Pacific  Nortluvest 
is  cheap,  but  is  a long  Avay  from  the  bulk  of  the  aluminum  market.  Therefore, 
poAA’cr  costs  may  be  definitive  in  the  long  run  east  of  the  Mississippi  River  in  the 
survival  of  competitors  of  Alcoa. 

As  for  engineering  and  marketing,  these  factors  are  more  evenly  balanced 
because  Alcoa's  competitors,  namely,  the  Reynolds  Metal  Co.  and  the  Kaiser 
Co.,  are  progressive  in  engineering  and  aggressive  in  their  sales  policies. 

If  competition  does  not  deA'elop,  the  decision  of  the  circuit  court  of  appeals 
has  made  it  abundantly  clear  that  the  United  States  may  apply  for  dissolution 
of  the  Aluminum  Co.  of  America  in  order  to  create  conditions  favorable  to  the 
de\'elopment  of  competition.  As  a result  of  the  decision  obtained  by  the  Go\*ern- 
nient  in  this  antitrust  case,  newcomers  do  not  have  to  engage  in  a competitive 
struggle  against  the  entrenched  position  of  Alcoa  and  noAv  have  an  opportunity 
TO  compete  Avith  Alcoa.  Should  it  develop  that  opportunities  for  competition 
are  inadequate,  appropriate  relief  Avill  be  granted  to  diminish  Alcoa's  power  and 
to  pave  the  Avay  for  genuine  competition. 

United  Sioies  x.  General  Motors  Corporation  et  al.  (Nos.  432,  438-9),  26  F,  Supp. 

355  (N.  D.  Ind.);  121  F.  (2d)  376  (C.  C.  A.  7);  314  U.  S.  68 

Tliree  separate  indictments  under  the  Sherman  Antitrust  Act  AV'ere  returned 
on  May  27,  1938,  in  the  District  Court  for  the  Nort*hern  District  of  Indiana, 
against  General  Motors,  Ford,  Chrysler,  and  others  (No.  430-2).  The  defendants 
Avere  charged  AA'ith  conspiring  to  restrain  trade  by  coercing,  intimidating,  and 
forcing  automobile  dealers  to  finance  car  sales  through  the  finance  companies 
either  owned  or  favored  by  the  defendants.  The  case  was  tried  and  on  November 
16,  1939,  a verdict  of  guilty  as  to  the  principal  corporations  AA'as  returned.  A fine 
of  $5,000  was  imposed  on  each. 

Prior  to  the  trial  of  the  criminal  cases,  separate  civil  actions  were  filed  against 
Ford  and  Chrysler  (No.  438-9)  to  enjoin  them  from  restraining  trade  in  auto- 
mobiles by  coercing,  intimidating,  and  forcing  automobile  dealers  to  finance  retail 
time  sales  through  companies  favored  by  them,  and  from  discriminating  against 
so-called  independent  finance  companies  in  the  financing  of  automobiles  manufac- 
tured by  such  companies.  On  November  15,  1938,  a consent  decree  Avas  entered, 
granting  the  relief  sought  by  the  GoA^ernment.  Both  of  the  criminal  cases  AAX^re 
dismissed  on  the  same  date  as  to  all  defendants  on  motion  of  tlie  Government  in 
vieAv  of  the  entry  of  this  consent  decree. 

After  the  conviction  of  the  defendant  corporations  in  the  General  Motors  case, 
a complaint  under  the  Sherman  and  Clayton  Acts  AA'as  filed  on  October  4,  1940, 
in  the  District  Court  for  the  Northern  District  of  Illinois  against  General  Motors 
Corp.  and  General  Motors  Acceptance  Corp.  (No.  586).  It  Avas  alleged  in  this  com- 
plaint that  the  defendants  had  entered  a combination  and  conspiracy  to  restrain 
interstate  trade  and  commerce  in  automobiles  by  coercing,  intimidating,  and 
forcing  automobile  dealers  to  finance  carsales  through  the  Acceptance  Coq).  which  is 
solely  OAvned  by  General  Motors.  The  defendants  filed  an  ansAver  denying  the 
allegations  of  the  complaint.  The  case  is  expected  to  be  reached  for  trial  before 
the  end  of  the  year. 

The  various  actions  brought  against  these  defendants  liave  resulted  in  Ford 
and  Chrysler  discontinuing  the  coercion  and  intimidation  of  automobile  dealers  to 
use  the  fiiiance  companies  faA^ored  by  them.  The  same  results  are  expected 
against  General  Motors  as  soon  as  the  case  is  tried. 

United  States  v.  Hartford-Empire  Company  et  al.  (No.  469),  46  F.  Supp.  541 

(N.  D.  Ohio);  323  U.  S.  386;  324  U.  S.  570 

The  facts  in  this  case  have  been  fully  set  forth  in  our  answer  to  question  2c  (2), 
pages  12-23,  and  do  not  require  repetition  here.  Briefly,  the  complaint  charged 
that  the  principal  defendants,  engaged  either  in  the  manufacture  of  glassAA*are  or 
in  the  licensing  of  patents  covering  inventions  embodied  in  glass-making  machinery 
combined  and  conspired  to  restrain  interstate  commerce  by  securing  a monopoly 
of  patents  covering  automatic  glass-making  machinery,  and  unreasonably  re- 
stricted the  production  and  distribution  of  uiipatented  glassAA'are  made  on  this 
machinery  by  means  of  a restrictive  licensing  program  and  a policy  of  refusing  to 
license  newcomers  to  the  industry. 

We  have  referred  above  (p.  2)  to  the  effect  of  the  Supreme  Court  opinion  in  this 
case  upon  the  antitrust  laws  as  related  to  patents. 
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The  economic  effect  of  the  judgment  in  the  glassware  industry  has  also  been 
important.  As  a result  of  the  provisions  requiring  the  defendants  to  license  their 
patents  to  any  applicant  to  make  any  product  on  machines  embodying  the 
patented  inventions,  several  manufacturers  have  entered  upon  the  production  of 
types  of  ware  hitherto  closed  to  them.  For  example,  oven  ware,  formerly  made 
only  by  Corning  Glass  Works  and  in  minor  amounts  by  one  other  manufacturer, 
is  now  being  produced  by  sevej-al  additional  manufacturers.  Moreover,  since  the 
filing  of  the  Hartford-Empire  complaint  the  prices  of  oven  ware  were  cut  at  least 
in  half. 

The  manufacture  of  fruit  jars  is  another  field  that  has  been  opened  as  a result 
of  the  case.  Formerly,  there  were  but  four  manufacturers;  now  there  are  more 
than  double  that  number. 

As  a result  of  tiie  war,  it  has  become  impossible  to  obtain  much  of  the  equipment 
necessary  to  construct  and  operate  a modern  glas.'.  plant,  nonce,  newcomers  to 
the  industry  have  not  i)cen  able  to  enter.  It  is  expected,  however,  that  as  soon 
as  this  shortage  is  alleviated  there  will  be  newcomers  in  the  industry.  This  is 
not  a mere  guess.  The  Department  has  been  in  contact  with  at  least  one  group 
that  has  announced  its  intention  of  entering  the  in-lustry  as  soon  as  equipment  is 
available.  Prior  to  the  entry  of  the  final  judgment  this  would  have  been  impos- 
sible since  the  defendants  would  not  license  their  patents  to  newcomers  and 
wiTlxout  such  a license  it  was  impossible  to  operate  the  machines  necessary  to 
make  glassware. 

Another  result  of  the  case  is  that  the  Hartford  royalties  have  been  reduced  bv 
more  tlian  50  percent.  These  savings  to  the  manufacturers  of  glassware  amount 
to  more  than  $5,000,000  annually  and  presumably  are  being  passetl  on  to  the 
ultimate  consumers. 

In  afldition,  a manufacturer  of  glassware,  not  a defendant  in  the  case,  has 
entered  upon  the  manufacture  and  distribution  of  forming  machines  in  competition 
with  defendants  Hartford  and  Lynch.  It  is  unlikely  that  anyone  would  have 
dared  do  this  before  the  Government  antitrust  suit. 

United  States  v.  Pullman,  Inc,  (No.  546),  50  F.  Suim.  123;  53  F.  Supp.  90S;  64  F. 

Supp. 108 

Pullman,  Inc.,  is  a holding  company  owning  all  ihe  stock  of  a company  which 
manufacture.s  sleeping  cars  and  of  another  company  which  operates  and  services 
such  cars.  The  Government  charged  that  the  defendants  had  seem^ed  a monopoly 
of  ojierating  and  servicing  sleeping  cars,  l)v  purchasing  competitors  and  by  making 
contracts  with  the  railroads  for  exclusive  operating  and  servicing  rights.  The 
complaint  also  charged  the  defendants  with  conspiring  to  monopolize  the  manu- 
facture of  sleeping  cars. 

The  case  was  tried  before  a district  court  composed  of  three  circuit  judges. 
The  court  held  that  it  was  unnecessary  to  decide  whether  defendants'  complete 
monopoly  of  the  servicing  of  sleeping  cars,  achieved  through  the  absorption  of 
competitors,  constitiited  an  illegal  monopolization  of  commerce  prohibited  by  the 
Sherman  Act.  The  court  found  that  the  defendants  had,  by  exclusive-dealing 
contracts  with  the  railroads  and  otherwise,  so  fortified  their  monopoly  position 
as  to  eliminate  any  possibility  of  competition,  and  held  that  a monopoly  so  main- 
tained unquestionably  violated  the  act.  The  court  also  ruled  that  this  inonopoly 
gave  the  defendants  complete  control  of  the  business  of  manufacturirig  sleeping 
cars,  since  the  servicing  company,  with  a monopoly  in  its  own  field,  wouhi  service 
only  its  own  cars  and  purchased  all  of  its  cars  from  its  manufacturing  affiliate. 

The  cotirt-  held  that  adeciuate  relief  required  Ihe  complete  divorcement  of 
defendants'  manufacturing  business  froin  its  servicing  Inisiness,  but  ruled  that, 
in  carrying  out  this  requirement,  Pullman,  Inc,,  might  elect  which  of  its  two  busi- 
nesses it  should  dispose  of. 

After  Pullman,  Inc.,  had  chosen  to  retain  its  manufacturing  business,  substan- 
tially all  of  the  railroads  of  the  country  agreed  to  accept  an  offer  made  to  them 
by  Pullman,  Inc.,  that  they  buy  jointly  the  capital  stock  of  the  servicing  com- 
pany, with  each  railroad  in  the  buying  group  contributing  to  the  purchase  price 
in  proportion  to  its  share  of  tiie  lousiness  of  tran>porting  sleeping  cars.  After 
three  nonrailroad  bids  for  this  stock  had  also  been  submitted,  the  district  court 
entered  an  order  approving  sale  of  the  stock  to  the  railroad  group.  The  Govern- 
ment ami  the  three  unsuccessful  bidders  have  separately  appealed  from  this 
order  to  the  Supreme  Court. 

Whatever  the  outcome  of  the  pending  appeals,  the  judgment  requiring  com- 
plete divorcement  of  the  business  of  manufacturing  sleeping  cars  from  that  of 
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servicing  them  has  become  final.  Likewise,  the  provisions  of  the  order  approving 
sale  to  the  railroad  group  provides  that  any  new  cars  needed  by  the  servicing 
company  must  be  purchased  after  competitive  bidding.  The  railroads'  agree- 
ment to  purchase  contemplates,  that,  after  an  interim  S-j’ear  period  of  operation 
by  the  jointly  owned  servicing  company,  the  servicing  company  will  be  sold  to  a 
purchaser  not  connected  with  either  the  railroads  or  Pullman,  Inc.  The  Govern- 
ment's suit  has  put  an  end  to  the  mutually  supporting  monopolies  of  manufacture 
and  of  servicing  previously  enjoyed  by  the  Pullman  defendants,  and  the  suit  has 
thereby  opened  the  door  to  competition  in  the  manufacturing  field.  Provisions 
of  the  judgment  which  are  no  longer  in  question  also  require  the  servicing  com- 
pany to  provide,  upon  request,  service  for  cars  not  owned  by  it.  The  suit  has 
thus  removed  monopolistic  restraints  previously  imposed  by  tlie  defendants  which 
tended  to  prevent  the  railnjads  from  purchasing  and  owning  the  sleeping  cars 
operated  over  their  lines. 


Lmted  States  v.  Standard  Oil  Company  {N.  J,)  et  aL,  (Nos.  695-6) 

On  March  25,  1942,  a civil  complaint,  criminal  information,  and  consent  decree 
were  entered  against  the  Standard  Oil  Co.  of  New  Jersev  and  five  of  its  sub- 
sidiaries  and  certain  of  their  officers.  The  complaint  charged  that  the  Standard 
Oil  group  had  combined  and  consi>ired  with  L G.  Farben,  chemical  trust  of  Ger- 
many, to  restrain  trade  and  commerce  throughout  the  world  in  oil  and  chemical 
products.  It  was  charged  that  the  Standard  Oil  group  and  I.  G Farben  Iiad 
agreed: 

1.  Not  to  compete  in  the  manufacture  and  sale  of  oil  and  chemical  products 
in  the  markets  of  the  world. 

2 To  refrain  from  manufacture  and  sale  of  substantially  all  chemical 
products  made  from  petroleum,  coal,  or  natural  gas  as  raw  materials,  except 
jointly  with  each  other  and  under  the  control  of  I.  G. 

3.  To  employ  the  combined  patents,  processes,  and  technical  resources  of 
the  defendants  and  I.  G.  in  such  a way  as  to  induce  other  oil  refiners  to  trans- 
fer tlicir  })atents,  processes,  and  know-how,  present  and  future,  to  patent 
pools  dominated  by  Standard,  in  order  that  Standard  might  secure  for  1.  G. 
in  Germany  and  for  Standard  in  the  rest  of  the  world  all  new  refining  methods 
and  thereby  prevent  such  other  refiners  from  manufacturing  and  selling  oil 
products  better  or  cheaper  than  those  of  I.  G.  in  Germanv  or  than  those  of 
Standard  in  the  rest  of  the  world. 

4 To  acquire  fur  I.  G.  in  Germany,  and  for  Standard  in  the  rest  of  the 
world,  all  jiatents  and  processes  for  synthetic  manufacture  of  gasoline  and 
other  oil  products. 

5.  lo  acquire  control  of  ail  patents  and  jirocesses  relating  to  svnthetic 
rnbiier  and  pour-point  depressants  and  to  eliminate  competitors  bv  otlier 
oil  and  chemical  conqmnies  in  such  products. 

6.  That  I.  G.  was  not  to  manufacture  or  sell  oil  products  outside  of  Ger- 
many and  was  to  Iransfer  to  Standard  the  control  of  the  manufacture  and 
sale  throughout  the  world  (outside  of  Germany)  of  all  chemical  products 
closely  r<4ated  to  the  oil  industry,  and  further  was  to  transfer  to  Standard  all 

of  Its  yfvosem.  and  future  j^roccsses  relating  to  the  oil  industrv  for  use  outside 
of  (lermany. 

/.  1 hat  Standard  w;  s to  transfer  to  I.  G.  the  control  of  the  manufacture 
and  sale  of  all  chemical  products  not  closely  related  to  the  oil  indu.strv,  which 
It  migld  develop  in  the  future,  and  was  to  endeavor  lo  restrain  third  partie*^ 
from  competing  with  L G.  in  the  manufacture  and  sale  of  chemical  pioducts 
throughout  the  world. 

8.  I hat  Standard  was  to  refrain  from  competing  in  the  manufacture  and 
sale  of  chemical  product^  with  other  cliemical  manufacturers  bound  to  I G 
in  cartel  agreements. 

The  consent  decree  canceled  the  agreements  between  Standard  and  1.  G. 
and  directed  that  any  future  agreements  between  the  parties  he  submitted  to 
the  Attorney  General.  In  afldition,  the  Standard  Oil  ('o.  of  New  Jersey  was 
re(|uired  to  issue  unrestricted  licenses,  royalty-free  during  the  period  of  the  war 
and  thereafter  at  reasonable  royalties,  under  several  thousami  jmtents.  Among 
such  patents  are  those  covering  inventions  capable  of  being  nsrai  for  the  manu- 
facture of  butyl,  })orl)unan  or  Riina  X or  Buna  S rubbers,  p'ol vbutene.se  such  as 
vistanex  or  oppanoi,  paraffin  oxidation,  acetylene  are,  stvrene|  acrvlonitrilo  and 
butadiene  hydroforming,  pa’-affow,  iiydrogenation.  methane  steam  or  oilier 
processes  for  the  manufacture  of  hydrogen,  hydrocarbon  synthesis,  methanol,  the 
alkacid  and  ( laus  jirocesses,  and  asphalt  additives. 
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In  addition,  certain  other  patents  mav  be  available  at  reasonable  royalty  rates 
for  the  manufacture  of  ethylene  p;lycol,  acetic  acid,  acetic  anhydride,  synthetic 
ammonia,  formaldehyde,  acetaldehyde,  methylvinyi  ketone,  monovinyracetate, 
polyvinyl  acetate,  and  chlorinated  butadiene. 

In  connection  with  the  patent  licenses  which  the  defendants  are  required  to 
ffrant  to  any  applicant,  the  defendants  are  also  requiD?d  to  supply  the  necessary 
know-how  requisite  to  operations  under  the  patents. 

The  most  significant  effect  of  this  decree  in  terms  of  actually  breaking  monopolv 
has  been  that  it  has  made  available  to  anyone  in  the  United^  States  the  patenteH 
inventions  and  accompanying  know-how  for  many  of  the  most  significant  de- 
velopments in  the  oil  and  chemical  industries. 

United  States  v.  Alvminuni  Company  of  America  et  al.  (No.  698) 

A civil  complaint  and  a consent  decree  were  filed  on  the  same  day,  April  15, 
1942,  The  complaint  charged  that  Aluminum  Co.  of  America,  the  Dow  Chemical 
Co.,  American  Magnesium  Corp.  (a  wholly  owned  subsidiary  of  Alcoa),  and 
Magnesium  Development  Corp.  (50  percent  of  whose  stock  was  owned  by  Alcoa) 
violated  sections  1 and  2 of  the  Sherman  Act  by  combining  among  themselves  and 
with  I.  G.  Farbenindustrie; 

1.  To  give  a monopoly  of  the  production  of  magnesium  to  the  Dow  Chem- 
ical Co. 

2.  To  retard  and  discourage  the  commercial  development  of  magnesium. 

3.  To  prevent  others  from  entering  into  the  magnesium  industry. 

The  complaint  alleged  that  the  principal  means  for  carrying  out  this  consj)iracy 
and  monopoly  was  by  a series  of  c!oss  license  agreements  in  1927,  1931,  and  1934 
among  the  defendants  and  I.  G.  Farben.^ 

The  effects  of  the  alleged  conspirac}^  and  monopoly,  among  others,  were: 

1.  The  commercial  development  and  use  of  magnesium  was  retarded. 

2.  The  price  of  magnesium  was  maintained  at  an  artificially  high  level. 

3.  The  Dow  Chemical  Co.  remaiitcd  the  sole  producer  of  magnesium  in  the 
United  States,  resulting  in  a scarce  supply  at  the  time  of  our  entry  into  the 
war. 

The  consent  decree  made  available  to  all  manufacturers  all  pooled  magnesium 
production  and  fabrication  patents,  withi)ut  payment  of  royalties,  for  the  duration 
of  the  war  and  6 months  thereafter.  As  a result  many  new  manufacturers  im- 
mediately undertook  the  production  and  fabrication  of  magnesium. 

Prior  to  the  suit,  it  had  been  the  practice  of  the  producers  of  magnesium,  all 
of  which  were  either  owned  by  the  Aluminum  Co.  or  controlled  by  license  agree- 
ment, to  quote  a price  for  magnesium  and  aluminum  in  approximately  the  obverse 
‘ ratio  of  their  specific  gravities.  That  is  to  say,  when  aluminum  prices  were  20 
cents  per  pound  magnesium  was  quoted  at  about  30  cents  per  pound,  and  when 
one  was  reduced  to  18  cents  the  other  was  reduced  to  27  cents.  However, 
Aluminum  Co.,  through  its  wholly  owned  subsidiary,  the  American  Magnesium 
Corp.,  could  purchase  magnesium  for  a much  lower  price  than  the  price  quoted 
to  fabricating  competitors.  As  a result  of  this  discriminatory  arrangement, 
fabricators  of  magnesium  were  at  the  m*jrcy  of  Alcoa  because  that  company  had 
a special  advantage  in  buying  magnesium. 

As  a result  of  the  decree  in  this  case,  this  price  discrimination  was  eliminated. 
Magnesium  is  no  longer  the  stepchild  of  aluminum  and  it  has  become  a widely 
used,  relatively  cheap  metal,  with  immense  prospects  for  increased  use  in  the 
housing,  automobile,  airplane,  and  other  industries. 

United  States  v.  The  Associated  Press  ef  aL  (No.  731),  52  F.  Supp.  362  (S.  D. 

X.  Y.) ; 326  U.  S.  1 

The  Associated  Press  is  a membership  corporation  composed  exclusively  of 
ow'iiers  of  newspapers.  It  is  engaged  in  collecting  and  transmitting  up-to-the- 
minute  reports  of  the  world^s  news  which  it  furnishes  only  to  member  newspaijers. 
Under  the  bylaws  of  the  AP  as  they  had  l)een  administered  ever  since  its  organiza- 
tion in  1900,  no  newspaper  could  obtain  membership  in  AP,  and  thus  access  to 
its  news  reports,  over  the  objection  of  any  member  newspaper  published  in  the 
same  city  and  “field"'  (i.  e.,  if  both  were  morning  or  both  were  afternoon  papers). 
For  all  practical  purposes,  the  only  way  by  which  an  AP  membership  could  be 

2 Three  criminal  suits  were  brought  by  the  Antitrust  Division  against  the  magnesium  industry  on  Jauuary 
30, 1941  (No.  580-2).  The  defendant  companies  and  the  individual  defendants  pleaded  nolo  contendere  and 
paid  fines  totaling  approximately  S135,000. 
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ac(|uired  in  cities  where  there  was  a coiniieting  member  newspaper  was  by  pur- 
chasing and  absorbing  a member  newsjmper. 

No  newspaj)er  of  any  substantial  size  can  operate  successfully  without  having 
a general  news  coverage  such  as  is  provided  in  this  country  only  by  AP,  U P,  and 
INS.  AP  has  ahvavs  claimed  that  it  ranks  first  among  tiiese  news-service 
agencies  and  the  value  wliich  newsjmpers  })lace  on  the  right  to  receive  AP’s  news 
reports  is  shown  bv  the  amounts  whieli  have  been  paid  for  AP  membershii). 
One  newspaper  paid  $1,300,000  and  there  have  been  numerous  payments  running 
well  into  the  hundreds  of  thousands  of  dollars.  The  amended  bylaws  of  AP 
adopted  in  1942  valued  membership  in  the  leading  cities  of  the  country  at  sums 
ranging  from  nearly  $200,000  to  over  $1,400,000.  \Yhat  membership  is  worth 
obviously  is  a measure  of  the  competitive  disadvantage  resulting  from  non- 
membership. 

The  Government  charged  in  its  suit  that  the  agreement  among  AP  members 
bv  which  they  mutuallv  excluded  each  other’s  coini)etitors  from  AP  membership, 
constituted  an  illegal  restraint  of  interstate  commerce  in  news  and  news  reports. 
A three-judge  district  court,  consisting  of  three  senior  judg(^s  of  the  second  circuit, 
upheld  this  charge  and  entered  a decree  ])rohibiting  AP  from  continuing  to  ex- 
clude newspapers  from  membership  for  competitive  reasons.  Ihe  decree  pro- 
hibited AP  from  giving  any  consideration,  when  passing  upon  applications  for 
admission,  to  the  competitive  effect  upon  any  member  of  admissioii  of  the  appli- 
cant. The  decree  struck  down  the  inenibtTship  restrictions  in  AP’s  bylaws  but 
provided  that  new  or  amended  bylaws  which  should  conform  to  the  limitations 
imposed  bv  the  decree;  might  be  adopted 

The  Supreme  Court  affirmed  this  decree  in  all  respects.  In  November  1945, 
after  remand  to  the  district  court,  AP  amended  its  bylaws  so  as  to  bring  them 
fully  within  the  requirements  of  the  decree.  AP  also  elected  as  meinbers  four 
prominent  newspapers,  two  of  which,  the  Chicago  Sun  and  the  ^^ashington 
Times-Herald,  had  been  decisively  denied  membership  shortly  before  the  Govern- 
ment filed  its  suit.  Under  the  changed  l^ylaws  applicant  newspapers  have  been 
elected  to  membership  in  regular  course. 

The  effect  of  the  Government's  suit  was  to  open  up  to  all  newspapers  of  the 
country  the  news  service  which  is  the  first  choice  of  the  great  majority  of  news- 
papers'. This  effect,  moreover,  was  immediate,  definite,  and,  we  believe,  perma- 
nent. Certain  general  injunctive  provisions  of  the  decree  have  been  stayed  with 
the  Government’s  consent,  but  the  stay  is  subject  to  the  condition  that  tho 
present  provisions  of  the  bylaws  respecting  admission  to  membership  remain  in 
effect.  By  the  decision  in  this  case,  material  restraints  on  access  by  newspapers 
to  news  have  been  eliminated.  The  decision  serves  to  keep  the  channels  of 
public  information  free  and  clear  from  monopolistic  restraints  or  limitations  and 
thus  had  an  importance  transcending  its  purely  economic  effects. 

Questions  3 and  4 

The  committee  has  asked  for  our  views  as  to  “ways  in  which  small  business- 
men can  be  kept  better  informed  regarding  the  ])rotectiou"  available  to  them 
through  antitrust  enforcement.  Tho  committee  has  also  requested  our  views  as 
to  ways  in  which  the  public  can  be  “kept  better  informed  concerning  the  magni- 
tude of  the  monopolv  and  concentration  problem.” 

In  our  view,  a well-informed  public  opinion  regarding  the  evils  of  monopolies 
and  cartels  is  one  of  the  best  assurances  that  the  free  competitive  enterprise 
system  will  be  jireserved  and  strengthened.  Consequently,  we  would  favor  a 
program  designed  to  inform  the  public  and  small  businessmen  of  the  dangers  of 
monopoly  and  the  need  for  vigorous  antitrust  enforcement.  As  you  know,  there 
have  been  congressional  committees  which  through  hearings  and  reports  have 
made  outstanding  contributions  to  the  public  information  about  monopolistic 
practices.  The  TNEC  and  the  House  and  Senate  Small  Business  Committees 
have  done  excellent  jobs  in  this  respect.  In  order  to  assure  that  this  work  will 
continue  and  be  expanded  the  committee  may  wish  to  consider  recommending 
the  establishment  of  a permanent  congressional  economic  committee.  In  our 
view,  the  establishment  of  such  a committee  would  be  a step  in  the  direction 
of  a better  informed  public.  It  could  undertake  continuing  studies  of  the  monop- 
oly problem,  conduct  hoaring.s,  and  prepare  reports.  It  could  also  provide  a con- 
venient forum  for  consideration  of  the  problems  of  the  small  businessmen,  farmer, 
and  the  veteran. 

It  has  been  our  experience  that  many  small  businessmen  are  aware  of  the  need 
for  vigorous  antitrust  enforcement.  \\  e believe  that  increasing  awareness  has 
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come  a result  of  the  elimination  of  small  busin*  ss  during  the  war,  Ib^cently 
associations  of  small  businessmen  have  advocated  increased  and  eximnded  anti- 
trust enforcement.  The  activities  of  th(*se  groups  and  tlie  j)uhlicity  of  congres- 
sional hearings  and  reports  have  provided  a means  wherebv  interested  busiiiess- 
men  may  learn  about  the  objectives  of  antitrust  enforcement.  Frequently,  how- 
ever, small  businessmen  have  oj^posed  the  enforcement  of  the  antitrust  lawsWgainst 
small  business  groups  that  have  joined  together  in  tln^  production  or  marketing  of 
a particular  commodity.  In  some  cases  membeis  of  these  conspiracies  have 
argued  that  they  were  formed  in  self-defense  agaiiist  the  dominant  producers  in 
the  industry.  It  is  not  always  possible  to  ])ersuadt  a small  businessman  in  these 
situations  that  his  best  protection  against  monopolistic  practices  is  enforcement 
of  the  antitrust  laws  agaiiist  the  monopolist  rather  than  tlie  formation  of  an 
illegal  cons])iracy  among  the  victims.  If  the  {>rogf’am  to  secure  dissolution  and 
divorcement  of  large  combines  is  successful,  .small  I tisines>men  will  see  that  anti- 
trust enforcement  produces  a conip<*titive  mark(M  in  which  they  have  a fair 
op])ortunity  to  compete.  In  those  circumstances  some  of  the  objections  by  small 
businessmen  to  antitrust  enforcement  will  doubtless  vanish.  In  other  cases  small 
businessmen  have  been  reluctant  to  complain  about  the  illegal  activities  of  large 
comi^etitors  since  they  will  have  to  do  business  with  that  competitor  in  the  future. 
The  only  successful  way  to  assure  such  a businessman  of  continued  i^rotection 
against  the  0]>j)ressive  action  of  large  competitors  to  assure  him  of  a continued 
vigorous  antitrust  program. 

Our  suggestions  may  be  summarized  briefly.  The  publicity  which  attends 
hearings,  reports,  and  studies  by  congressional  committees  and  the  general  infor- 
mation which  the  public  secures  from  the  institution  and  trial  of  antitrust  cases 
are  the  best  means  of  informing  the  public  about  the  jnirposes  and  benefits  of 
antitrust  enforcement.  We  believe  that  the  expansion  of  these  activities  is  the 
best  means  of  making  the  public  aiul  small  businessmen  better  informed  on  these 
problems. 

Answer  to  Question  .‘i 

OBSTACLES  TO  EFFECTIVE  EXECfTION  OF  RESPON- IBILITI ES  UNDER  THE  ANTI- 


TRUST LAWS 


I 


The  Imsic  impediment  to  effectiveness  of  the  Antitrust  Division  is  the  dis- 
proportion between  otir  resources  in  money  and  p'‘rsonneb  and  the  size  of  the 
problem  to  be  dealt  with,  which  has  been  enormously  aggravated  by  the  tendency 
toward  a concentrated,  noncompetitive  national  economy  resulting  from  the 
nat  ional  defense  program. 

In  judging  the  adec]uacy  of  our  resource's  to  combat  concentrated  economic 
power,  we  may  note  preliminarily  the  vast  disjiropoition  Ix'tween  tlie  resources  of 
the  Cloverninent  and  that  of  the  defendants  in  litigating  antitrust  suits.  For 
example,  in  the  Hartford-Kinpire  case,  there  were  eight  major  corporate  defendants. 
One  of  these  corporations  expended  apjjroxiniately  $1)00.000  in  the  trial  of  the  case 
in  the  district  court,  and  an  estimated  $o00.000  $800,000  additional  in  iirosecuting 
its  appeal  to  the  Supreme  (’ourt  and  in  the  settlement  of  the  final  judgment  after 
the  mandate  of  t hat  ( 'ourt , The  expenditures  of  t he  ot her  seven  corjiorate  defend- 
ants in  that  case  are  not  known,  but  certainly  they  exceeded  $1,000,000.  These 
sums  should  be  viewed  in  the  liglit  of  the  fact  that  tlie  (uitire  apjiro]iriation  of  tlie 
.Antitrust  Division  for  each  of  the  years  since  its  i stablishineut , except  for  the 
fiscal  year  1942.  has  been  less  than  $2!000.000. 

The  bud_get  of  the  Antitrust  Division  for  1946— 17  is  $1,900,000  as  compared 
with  $2,325,000  for  the  year  1942  when  the  enforcement  jirogram  instituted  just 
before  the  war  reached  its  jieak.  A comjiarison  of  these  two  figures  docs  not  ade- 
quately disclose  the  reduction  in  our  budget.  Two  general  Federal  pay  raises 
have  gone  into  effect  since  1942,  with  the  result  that  the  1946  budget  dollar  goes 
only  about  three-fourths  as  far  as  the  1942  Vnidget  doll.ir.  Xor  does  this  adequately 
measure  the  curtailment  of  our  resources.  The  w:ir  shifted  the  distribution  of 
professional  personnel  toward  the  higher  jiay  grades.  The  Selective  Service  Act 
cut  off  the  sup()ly  of  younger  men  while  many  of  those  who  remained  on  the 
staff  through  the  war  years  gradually  moved  into  the  higlier  salary  brackets. 

1 he  lack  of  personnel  in  tlie  lower  levels  also  reduced  o})crating  efficiency  by 
necessitating  the  employment  of  senior  attorneys  to  sonu'  extent  on  duties  which 
might  otherwise  have  been  delegated  to  junior  assistants.  The  ceiling  of  $10,000 
upon  salaries  l as.  at  least  since  the  end  of  the  wai.  added  to  the  difficulties  in 
maintaining  an  efifective  and  mature  staff  of  attorney -i.  High  personnel  turn-over 

* The  reply  to  this  question  does  not  consider  statutory  inadequacies , 
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f ha.s  affeoted  operating  efficiency.  As  the  result  of  these  circuinstance.s,  we  are 

I operating  with  an  effective  strength  about  half  of  that  reached  during  tlie  1941-42 

fiscal  year.  . ■ . , , , 

With  thi.s  depleted  force,  we  are  facing  a prolileni  greatly  iiitensihed  by  the 
war.  The  TNEC  hearings  in  1937-38  had  already  deinonstrated  the  dangerous 
i drift  toward  nionojKily  and  private  regimentation  of  industry.  The  antitrust 

' program  exjianded  in  response  to  the  revelations  of  this  investigation,  but  the 

drive  was  soon  brought  to  a halt  by  the  national  defense  iirogram.  Industrial 
leaders  persuaded  the  Government  that  time  spent  in  defending  antitru.st  ca.'^es 
would  be  at  the  expense  of  war  ]iroduction,  and  many  cases  already  begun  were 
accordinglv  suspended  for  the  duration  of  the  war.  To  meet  the  huge  recpiire- 
ments  of  the  Army  and  Navy  for  goods  of  every  de.scription,  the  Government 
turned  to  the  most  powerful  business  organizations.  This  was  a natural  devclo])- 
ment,  not  onlv  because  these  organizations  pos.se.ssed  advantages  in  caihtal, 
patents,  experience,  etc.,  but  also  because  the  administration  quite  often  drew 
its  personnel  for  wartime  iirocurement  and  economic  direction  from  the  staffs 
of  the  leading  business  enterprises.  Without  que.stioning  the  good  faith  of  these 
men,  it  is  not  surprising  to  find  a tendency  among  them  to  roly  heavily  upon  the 
great  industrial  svstems  with  which  they  were  familiar  and  in  which  they  had 
confidence.  .Accordinglv,  as  the  Government  poured  billions  of  dollars  into 
additional  production  facilities,  the  big  companies  tended  to  get  bigger  while 
small  enterprises,  despite  earnest  efforts  through  subcontracting  arrangements 
and  otherwise,  were  retired  to  an  ever  smaller  segment  of  the  economy. 

, Moreover,  the  Government  consciously  substituted  a policy  of  controlled 

economy  for  the  i)eacetime  policy  of  competition.  Priorities,  allocations,  and 
price  control  replaced  the  struggle”  for  materials  and  markets.  Whole  industries 
were  invited  to  enter  into  relations  and  understanding  which  would  have  been 
1 clearly  illegal  but  for  the  emergency  and  the  degree  of  Government  imrticipation 

and  control.  On  April  29,  15*41,  Attorney  General  .Jackson  issued  to  .lohn  Lord 
O’Brian,  general  counsel  of  the  Office  of  'Production  Management,  the  first  of  a 
.series  of  letters  in  which  the  Department  of  Justice  undertook  to  withhold  anti- 
' tru.st  i)rosecution  against  Governmeiit-si)on.sored  collaboration  among  competing 

enterprises  in  the  interest  of  national  defense.  But  the  immunity  thus  afforded 
w.as  not  enough.  In  the  .Small  Business  Mobilization  Act  of  June  11,  1942, 
(Mngress  provided  that  whenever  the  Chairman  of  the  War  Production  Board 
should  find  and  ^‘certify  to  the  Attorney  General  * * * that  the  doing  * * * 

or  the  omission  to  do  anv  act  or  thing  * * * in  compliance  with  any  re- 

(piest  * * * made  bv  the  Chairman  in  writing,  is  rcrpiisitc  to  the  ijrosecution 

of  the  war  * * *.  No  prosecution  * * * shall  be  commenced  with 

reference  thereto  under  the  antitrust  laws  * * Over  200  such  certificates 

were  issued  covering  industry  jjrograms  of  vast  scope. 

The  greatest  obstacle  which  faces  the  Antitrust  Division  in  its  effort  to  restore 
and  maintain  free  competitive  enterprise  is  the  persistence  in  and  out  of  the  Gov- 
ernment of  institutions  and  patterns  of  thinking  fostered  by  these  wartime 
emergenev  measures.  A\  c are  confronted  with  the  task  of  unscrambling  the  eggs. 
A transportation  industrv  which  enjoyed  during  the  war  a license  under  A\ar 
Production  Board  certificate  No.  44  to  fix  rates  and  agree  on  services  through  rate 
conferences  and  bureaus  resists  the  termination  of  this  license  and  .seeks  to  make 
it  permanent  by  legislation.  Patent  pooling  arrangements  authorized  during  the 
war  in  the  petroleum,  svnthetic  rubber,  and  other  fields  found  such  favor  with 
elements  in  the  industry  fearful  of  vigorous  competition  in  research  that  great 
pre.ssure  is  brought  to  bear  for  the  prolongation  of  these  pooling  arrangements. 

“Industrv  advisorv  committees,”  which  gained  a tremendous  impetus  during 
the  war,  tend  to  persist.  The  Department  has  many  times  made  it  clear  that 
“consultation”  bv  Government  agencies  with  a properly  representative  body  of 
experts  from  industrv  does  not  violate  the  antitrust  laws.  However,  the  ten- 
dency is  for  industry  advisorv  committees  to  be  composed  not  of  technical  experts 
but  of  top  executives  whose  primary  concern  is  commercial  policy.  An  advisory 
committee  may  meet  to  formulate  the  price  policy  “to  be  recommended  to  the 
Government.”  One  would  have  to  be  naive  indeed  to  suppose  that  in  the  process 
of  reaching  an  agreement  among  themselves  on  such  a recommendation  the  leaders 
of  an  industry  could  fail  to  come  to  an  understanding  which  would  be  reflected 
to  some  degree  in  their  individual  price  policies  thereafter,  whether  or  not  the 
Government  pays  any  attention  to  the  recommendation. 

The  war  and  the  shortage  of  materials  during  the  reconversion  period  have 
greatly  accelerated  the  merger  movement,  a matter  of  grave  concern  to  the  Anti- 
turst  Division.  For  example,  companies  engaged  in  assembling  parts  into 
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^ profits  to  acquire  ownership  of  their 

suppliers.  The  purpose  is  to  assure  the  continued  supply  of  parts^  but  the 

effect  is  to  squeeze  out  those  concerns  unable  to  buy  up  their  suppliers  and  to 
concentrate  the  business  in  the  hands  of  fewer  integrated  companies!  Section  7 
of  the  Clayton  Act  does  not  touch  this  situation,  since  it  covers  only  stock  ac- 
quisitions which  reduce  competition  between  the  acquiring  and  tlie  acouired 
companies,  whereas  the  current  mergers  are  vertical.  Consequently  the  more 
general  provisions  of  the  Sherman  Act  mm-t  be  relied  upon,  adding  Vo  the  diffi- 
culty of  the  Antitrust  Division’s  position.  ^ 

QnE.sTioN  6.  Whether  There  Are  Inade^juacies  in'  Present  Antitru.st  I-aws 

In  question  6 the  committee  asked  for  a discussion  of  any  inadeciuacies  in 

need  for  additional  legislation.  In  addition  it 
asked  three  specific  questions.  W e shall  consider  first  the  general  ciiiestion  raised 
bj  the  committee  and  then  discuss  the  three  specific  questions. 

trn^t  ^ number  of  bills  have  been  introduced  to  strengthen  the  anti- 

no  m out  VhA?  Si®  t^fscussmg  legislative  proposals,  however,  we  should  like  to 
point  out  that  the  existing  laws  provide  a very  good  weapon  against  monopoly 

and  monopoh^ic  practices.  The  primary  requisite  for  a successful  antitrust 
program  IS  staff  and  appropriations  rather  tnan  additional  legislative  powers 

enforcement  of  the  antitrust  laws,  however,  has  indited  a 
number  of  situations  in  wffiich  strengthening  legislation  would  be  desirable  In 
there  h^  been  a great  increase  in  consolidation  and  mergers,  with 
the  result  that  industrial  power  has  been  increasingly  concentrated  in  the  hands 
of  large  corporations.  As  a consequence,  ihe  Department  in  the  past  2 years 
has  placed  much  greater  emphasis  on  cases  in  which  it  is  seeking  dissolution  or 
divestiture  of  large  industrial  combines.  This  is  shown  on  page  1 of  our  answer 
to  question  2c  (3)  in  which  we  note  that  there  are  25  pending® antitrust  casl^fn 
which  dissolution  or  divestiture  is  sought.  Section  7 of  the  Clayton  Act,  designed 
to  prevent  monopolistic  mergers,  has  long  been  inadequate  to  deal  with  merger 
cases  since  it  is  limited  in  its  application  to  stock  acquisition  and  does  not  cover 
acquisition  of  a-ssets  The  Kefauver  bill  (H.  R.  2357,  79th  Cong.,  amended  and 
reintroduced  as  H.  R 4519,  amended  and  reintroduced  as  H.  1C  4180,  amended 
and  reintroduced  as  S.  R.  5535)  was  designed  to  correct  the  situation,  but  it  was 
not  adopted  by  the  Congress.  Enactment  of  legislation  such  as  the  Kefauver 
bill  IS  necessary  to  eliminate  the  loophole  in  section  7 of  the  Clayton  Act. 

1 civil  remedies  ojieii  to  the  Covernmeiit  under  the  Sherman  Act 

and  Llayton  Act  to  deal  with  cases  of  monopoly  or  illegal  trade  restraint  are  in- 
junction, dissolution  or  divestiture.  An  injunction  may  be  suflicient  to  eliminate 
some  of  the  unlawful  competitive  practices,  but  competition  cannot  be  restored 
by  injunction  if  the  market  is  dominated  In  a single  manufacturer  or  producer 
In  such  a case  the  only  remedy  is  dissolution  or  divestiture  so  that  several  com- 
peting units  are  created.  Although  dissoluiion  or  divestiture  mav  be  adeciuate 
in  some  cases,  these  remedies  frequently  do  not  go  far  enough.  In-deral  courts 
have  no  power  in  a civil  case  to  deprive  a monoplov  of  its  monopolistic  gains 
A dissolution  or  divestiture  order  merely  converts  part  of  the  holdings  of  the 
monopoly  into  cash.  Thus,  while  a monopolist  mav  he  compelled  to  surrender 
productive  capacity,  he  keeps  the  equivalent  in  cash‘  Tlie  TXEC  recommended 
a statute  imposing  civil  penalties  for  violation  of  the  Sherman  Act  Home  sudi 
legislation  seems  essential  if  the  effects  of  a monopolv  are  to  be  eliminated  from 
the  market  and  competition  restored. 

Congress  has  noted  in  several  instances  the  extremelv  small  penalties  that  are 
imposed  on  individuals  and  corporations  for  a violation  of  the  antitrust  laws. 
In  some  respects  the  penalties  arc  so  low  that  violation  is  regarded  bv  businessmen 
as  a good  business  risk.  1 he  ineffoctivoness  of  the  small  penalties  to  create  a 
proper  sense  of  responsibility  in  corporate  idhcials  is  shown  by  a statement  of 
an  official  of  the  Hartford-Empire  Co.;  in  a memorandum  written  in  1925  regard- 
ing a future  antitrust  case  against  the  illegal  coml>ination,  he  said  (ex  76  Hartford 
Empire  Record,  pp.  12573-4):  * 

“It  may  be  well  to  consider  here,  also,  wlmt  would  be  the  result  should  any  or 
all  of  these  matters  be  upset  by  Government  action,  as  follows: 

''t  j 1*  * I.  the  O’Xcill  organization  and  business  as  a going  concern 

would  have  been  irrevocably  disposed  of.  \^  e might  be  forced  to  put  our  O'Neill 
United  States  patents  up  for  auction  and  sell  them  for  a song  and  perhaps  lose 


ECONOAIIC  CONCENTRATION  AND  MONOPOLY 


251 


a few  thousand  dollars  this  way,  but  I cannot  see  that  anything  serious  can  happen 
in  any  event  as  to  this  transaction. 

^ * 

“/'VcZeraZ 

“Under  similar  circumstances,  a dissolution  here  might  be  much  more  serious, 
depending  upon  the  nature  of  the  decree.  It  could  hardly  force  us  to  give  up 
any  patents  taken  out  in  our  name.  We  might  conceivably  be  forced  to  dispose 
of  patents  practically  taken  out  in  the  name  of  T.  R.  & B.  and  assigned  to  us. 
By  the  time,  however,  that  such  decree  would  become  final,  we  would  hope  that 
the  situation  would  be  such  that  those  Federal  patents  would  not  be  worth  much 
to  anybody.  We  might  lose  whatever  value  we  paid  for  them,  but  that  would 
be  all. 

“Of  course,  the  court  might  order  that  we  traiwfer  tlie  entire  Federal  licensing 
business  to  some  other  party  and  turn  over  to  that  i)arty  the  Federal  patents. 
This,  of  course,  would  simply  restore  to  a certain  extent  the  existing  situation  and 
establish  a competitor.  It  would  have  either  one  of  two  results— eitlier  that  com- 
petitor would  be  in  a reasonably  strong  position,  in  which  case  we  could  probably 
disj)use  of  all  these  assets  as  a going  concern  for  somewhere  near  what  we  paid 
for  them  and  lake  our  chances  willi  competition,  or  ])v  that  time  the  situation 
would  be  such  that  it  would  be  practically  impossible  to  restore  the  old  Federal 
compel ition  even  if  it  had  all  the  Federal  patents:  in  wliicli  case  we  wcmldn't  get 
much  b>r  tlie  sah‘  of  th(*se  assets,  but,  on  the  other  hand,  the  competition  wouldn’t 
be  serious. 

“ Meantime,  we  would  have  gotten  out  our  own  patents:  probably  had  the  income 
from  Federal  licenses  for  several  years;  and  very  possibly  also,  as  a result  of  the 
Federal  and  the  other  deals,  we  might  have  brought  in  Hazel-Atlas  under  license. 

“I  therefore  do  not  see  much  danger  of  having  any  of  these  deals  upset,  as  set 
forth.  If  they  an*  ujiset,  I still  believe  that  by  that  time  we  will  be  in  a better 
position  even  with  such  dissolution  than  we  Avould  be  otherwise;  and  I see  no 
danger  whatsoever  of  any  criminal  liability,  because  the  cases  arc  necessarily  .so 
doubtful  ill  the  matter  of  law  that  they  could  never  get  any  jury  to  convict,  and  I 
doubt  if  any  prosecuting  officer  would  ever  attempt  any  criminal  action.  Criminal 
action  in  cases  of  this  sort  so  far  lias  practically  been  nonexistent.'’ 

The  TNEC’  recommended  a sharp  increase  in  penalties  in  criminal  cases  as  well 
as  cn  il  cases  so  that  fines,  etc.,  would  be  more  commensurate  with  the  damage  to 
the  public  interest  done  when  a large  industrial  corporation  violates  the  antitrust 
laws.  One  recommendation  not  made  by  TNEC  which  the  committee  may  wish 
to  consider  is  to  provide  for  mandatory  increased  criminal  penalties  for  repeated 
violations  of  the  antitrust  laws. 

Recent  cases  liave  also  shown  the  wide  use  made  b^’  monopolistic  corporations 
of  patents  or  aggregations  of  patents  to  eliminate  competition.  It  is  now  settled 
that  the  United  States  in  an  antitrust  case  can  secure  compulsory  licensing  of 
patents  at  a reasonable  royalty.  In  the  Hartford-Empire  and  National  Lead 
cases  the  relief  given  by  the  court  cov^ered  both  present  and  future  patents.  In 
our  view,  however,  this  is  not  sufficient  relief  to  eliminate  the  effects  of  an  unlawful 
use  of  the  patents.  Patents  are  granted  for  a public  purpose.  We  believe  that 
additional  relief  is  necessary  to  prevent  further  use  of  a patent  in  violation  of  the 
antitrust  laws  and  indeed  to  prevent  the  monopolist  from  recovering  royalties 
under  his  patents.  H.  R.  97,  introduced  by  Congressman  Voorhis,  was  designed 
to  take  care  of  this  situation. 

At  various  times  proposals  have  been  made  to  require  that  all  international 
business  agreements  l>e  legistered  with  the  Department  of  State  or  some  other 
suitable  agency.  International  cartels  establish  their  own  private  tariff  walls  and 
export  and  import  restrictions,  in  many  cases  frustrating  the  policy  of  the  United 
States  as  well  as  destroying  free  competition  in  foreign  and  domestic  commerce. 
The  purpose  of  registration  would  be  to  disclose  to  the  appropriate  enforcement 
agency  any  agreements  which  violate  the  antitrust  laws,  so  that  steps  could  l>e 
taken  promptly  to  eliminate  the  unlawful  restrictions.  S.  11,  introduced  by 
Senator  O'Mahoney,  was  designed  to  accomplish  this  end. 

The  committee  is  also  aware  of  H.  2482,  introduced  by  Senator  Morse  and  six 
other  Senators.  This  Viill  deals  generally  with  the  monopoly  situation  and  makes 
a number  of  proposals  for  the  coordination  of  antimonopoly  activities  of  all  Govern- 
ment agencies  and  for  the  strengthening  of  the  Federal  antimonopoly  law.  The 
Department  has  been  asked  to  comment  on  the  bill  and  will  be  pleased  to  make  its 
comments  available  to  the  House  committee  when  they  are  ready. 
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The  committee  raised  three  specific  cpiestions: 

_ (a)  Is  the  definition  of  “interstate  commerce’’  adequate? 

It  IS  now  well  settled  that  the  Congress  exercised  its  full  power  over  interstate 

coinmerce  m the  .Sherman  Act.  There  would  appear  to  be  no  reason  for  change 
in  tnis  respect.  ^ 

(b)  Are  the  operations  of  labor  unions  which  affect  monopoly  or  concen- 
tration of  power  adequately  covered? 

Recent  decLsuons  of  the  Supreme  Court  construing  the  Clavton  Act,  the  Norris- 

LaCuardia  Act,  and  the  Sherman  Act  siqiport  two  general  conclusions  regarding 
labor  and  the  antitrust  laws. 

(1)  The  aCimties  of  labor  unions  acting  alone  and  in  their  own  interest  are  not 

'-'t  ^ Act  even  though  the  activities  may  affect  the  commercial 

market.  In  applying  thi.s  rule,  the  courts  have  held  that  jurisdictional  strikes  and 
^condary  boycotts  growing  out  of  lalior  disputes  arc  exempt  from  the  Sherman 

(2)  However,  if  labor  combines  with  employers  to  control  the  market  or  com- 
petition m the  market,  the  antitrust  laws  apply  and  the  combination  is  illegal 

Various  proposals  have  been  made  to  extend  the  antitrust  laws  so  that  certain 
activities  of  labor  unions  acting  alone  would  be  illegal  under  the  antitrust  laws. 
Indoubtedlv  there  have  been  abuses  by  labor  unions.  However,  we  do  not 
believe  that  the  antitrust  laws  are  suitable  means  of  settling  labor  disputes. 
At  best,  the  antitrust  laws  could  prohibit  or  punish  onlv  the  svmptoms  of  labor 
disputes  and  would  not  eliminate  or  deal  with  the  real  causes.'  An  agency  with 
specific  legislative  authority  in  the  field  of  labor  disputes  would  seem  to  be  more 
appropriate  than  any  legislation  bringing  all  labor  activities  under  the  antitrust 
laws.  I he  Antiracketeering  Act  recently  adopted  deals  with  many  of  the  labor 
excesses  "liicli  it  has  been  suggested  should  be  covered  bv  the  antitrust  laws 

(c)  Should  a clearer  distinction  be  drawn  between  the  jiroper  functions 
of  federal  Trade  Commission  and  those  of  Justice,  so  that  danger  of  dupli- 
cation would  be  eliminated?  ^ 

A occasions  when  the  Federal  Trade  Commission  and  the 

Antitru.st  Dnision  have  conducted  investigations  or  brought  proceedings  in  the 
same  field.  For  example,  the  Department  has  a cement  case  pending  and  the 
federal  Trade  Commission  proceeding  in  the  cement  industry  is  also  pending  in 
the  circuit  court.  Although  there  is  an  overlapping  in  that' both  cases  involve 

the  same  industry  cement,  there  is  no  conflict  in  the  proceedings,  and  different 
relief  is  sought  in  the  antitrust  suit.  ^ omtitni. 

Ihe  pepartment  of  Justice  has  worked  harmoniously  with  the  Federal  Trade 
t omniission  m the  pa.«t.  We  see  no  reason  for  new  legislation  defining  the  rela- 
tions between  the  FederM  Trade  Commis.sion  and  the  Antitrust  DivkSon,  how- 
j ”\^ormal  discussions  of  cases  and  investigations  has  been  heln- 

tul  and  will,  we  believe,  prevent  overlapping  and  do  away  with  any  necessity  for 
lG§lbl8-t  lOn . * 


Question  7 

•{ntitrust  staff — professional 
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ORGANIZATION  CHART  OF  THE  ANTITRUST  DIVISION  OF  THE  DEPARTMENT  OF  JUSTICE 


ASSISTANT  ATTORNEY  GENERAL 

wenoell  bersc 

In  •ddltl<)n  to  ex«rci«lnc  oi^rrlolon  ortr 

•11  of  the  nctivltioi  of  tho  Antltniot  Dirlslon, 
Attorney  Oentrol  will  •••ifn 
plaint*,  lnve*ti|Ation*  and  caaoa  to  tha  Tarlous 
••etlona. 


adwinistrative  se  :t(on 


Johnaton  Arery,  3hief 
L.  Finn,  Aa*t.  Chlof 

Reaponslblafor  adl  adainlat 
ard  execution  thereof  incl' 
aeslgnaenta,  budget  «d 
records,  editing^  serves  o 
"epsrtnent'e  Admlnistratlvt 
T'l  vision  Staff  CowrltUei  1 
cruitlng  md  training. 


atlve  decisions 
ding  personnel, 
iseal  aatters, 
Policy  Board, 
Comittee  and 
1 charge  of 


FIRST  assistant 

KCMNETM  L wm^Lg 

Perfoiw*  duties  of  the  Assistant  Attorney 
General  and  represents  DepartMnt  on  mmy 
Boards  and  roMitteesj  is  acting  Assist- 
ant  Attoniey  General  lo  the  ab  seace  of 
the  Head  of  Office*  Has  general  supers 
vision  of  all  Investl  gat  ions,  preparation 
for  trial,  trials,  sppellate  Betters,  end 
sdalnlstrative  direction  of  division. 


ECONOMIC  SECTION 

Georgs  Coasr,  Chief 
S*  Vohat,  Asst.  Chief 

Conducts  prlaary  soonoile  work  on  re- 
strsints  of  trade;  cooperates  with  trisl 
sttom^  on  facts;  reports  on  ssttle- 
aants  sod  decrees* 


general  litigation  section 


HoLvmm  Baldridge,  Chiai 
Geo*  B*  Rsddock,  Asst*  C dsf 

Supervises  invsstlgati  ns, 
grand  jury  presentatl  ns, 
drll  suits,  disposal  of 
aatters  praliBinary  to 
trial,  and  trials  of  ga  ter* 
al  antitrust  Betters  as 
well  as  setters  srising  un- 
der kindred  Ivrs* 


CARTEL  SECTION 


Robert  NlUcMte,  Chief 
Msnael  Oosbsb,  Asst*  Chief 

Saparslses  Inveetigstions, 
grsnd  Jwy  presentations, 
end  trials  of  all  cases  in- 
volving international  ear^ 
tale  end  osses  involving 
patents,  ftharicals  end  non- 
ferrous  Bsisls* 


TRANSPORTATION  AND  PUBLIC  UTILITIES 
SECTION 


Jeaes  Kilday,  Chief 
Albert  Boggess,  Asst*  Chief 

Supervises  inveetigstions, 
grand  jury  presentetlons, 
^d  trials  of  all  casas  in 
the  fields  of  transperta> 
tion,  ooaannieatlaQs  end 
pt^lie  utilities* 


appellate  SECTION 


C*  H*  Weston,  Chief 
H*  Bortclend,  Aset*  Chief 

Superviees  questiene  of 
sppellete  review,  briefing 
and  prooadxiral  aatters  in 
the  SupTBse  Court,  eulte 
to  set  aside  adBinistr»' 
tlve  orders,  and  reporta 
on  le^alation* 


OCCRCC  AND  SURPLUS  PROPERTY  UCTION 


louis  B*  Schwarts,  Chief 
nilott  Koysr,  Asst*  Chief 

legetlates  eons«t  deerBes 
and  supsrrlsss  their  ohsene> 
enee;  pr^eres  advisory  opir>- 
ions;  peases  upon  surplus 
property  disposals  in  e» 
plianc#  with  See*  20,  Sur- 
plus Property  Act  of  l9Ub; 
elesrs  antitrust  natters 
for  gnvsmnsnt  sgsnclss* 


COMPLAWTS  AND  SMALL  BUSINESS  SECTION 


Bdwsrd  P«  Bodges,  Chief 
Tletor  H*  Kraer,  Aset*  Chief 

S^srflsss  iBTsstigstlon  of 
all  gAsral  entitrust  eo^ 
plsints,  sheeted  grand  jury 
pressBtetions  end  trials . 
■■Idles  lisisen  with  federal 
Burssuof  Xnvestigetioii.  Also 
aids  snail  hnsiness* 


TEMPORARY  FIELD  OFFICES 


The  field  Offices  are  under  the  direct  supervieion  of  the  first 
Assistant*  The  «nphssis  on  end  priority  es  to  eeeee  and  inve*- 
tigations  in  each  office  will  be  detendned  ^ hla*  In  sub- 
stantive natt«rt  relating  to  the  uork  of  any  section,  however, 
the  field  Offices  report  directly  to  tho  appropriate  seetion 
head*  AssigMMit  of  Bsnhsri  of  the  staff  vithiA  each  office  is 
the  responsibility  of  tho  Xooal  Chief*  Baeh  of  theoe  offieeo 
■aintains  dloss  eontaet  with  the  U*  S*  Attomiy  end  other  field 
effioss  of  other  govsmnsnt  el  agencies  in  Its  stbs* 


NEW  YORK 

Jaw 

w C*  Wilson,  Chief 

DCNYER 


Afiproved, 

// 


■EATTLC 

Oeergs  S.  Keldlebauch 
Chief 


SAN  FRANCISCO 

WsUsee  iwlMid 

Chief 


•^Snstent  Attorasy 


( ‘ 

Oiit#  \L 
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ORGANIZATION  CHART  OF  THE  ANTITRUST  DIVISION  OF  THE  DEPARTME 


ASSISTANT  ATTORNEY  GENERAL 

WENDELL  BEROC 

In  addition  to  exarciaing  faneral  iuparrlaion  over 
all  of  tha  activitloi  of  tha  Antitrust  Division, 
tha  Assistant  Attomejr  Oenaral  will  assign  eo»> 
plaints,  investigations  and  cases  to  tha  various 
saetions* 


ADMINISTRATIVE  SECTION 

•Joh  iston  Avery,  Chief 
L.  'inn.  Asst*  Chief 

Res  x>nslblefor  all  actadnistrativa  decisions 
and  execution  thereof  Inclxallng  personnel, 
ass  .grunanta,  bxidget  and  fiscal  natters, 
rac  »rds,  adltlngi  serve*  on  Policy  Board, 
Dap  irtiiant's  Administrative  Coenittaa 
niv.sion  Staff  Comitteej  in  charge  of  re- 
cni:  ting  md  training. 


FIRST  assistant 

KEWNETM  L KiaiLg 

PerfoTW  duties  of  the  Assistant  Attomsy 
General  and  represents  DepsrtMnt  on  nany 
Boards  and  conaltteesj  is  acting  Assist- 
ant Attorney  General  in  the  ab  eence  of 
the  Heed  of  Office*  Hai  general  super- 
vision of  all  investigations,  preparation 
for  trial,  triala,  appellate  natters,  end 
adainietrative  direction  of  division* 


f:ite 

nge 

•en- 


general  litigation  section 


Holmee  Baldrldga,  Chlaf 
Geo*  B.  Haddock,  Asst*  Chlsf 

Supervisas  investigations, 
grand  jury  preeantstlons, 
civil  suits,  disposal  of 
matters  prsllodnary  to 
trial,  and  trials  of  ganer- 
al  antitrust  natters  as 
wall  as  natters  arising  un- 
der kindred  laws* 


CARTEL  SECTION 


Robert  Nltachke,  Chief 
Manuel  Ooman,  Asst*  Chief 

Superviaaa  Investigations, 
grand  jury  praeantationa, 
and  trials  of  all  casaa  in- 
volving Intamational  ear- 
tala  and  eases  involving 
patents,  ehanieals  and  non- 
farroua  netals* 


transportation  and  PUBLIC  UTILITIES 
SECTION 

Janas  Kildiy,  Chlaf 
Albert  Soggaas,  Asst*  Chlsf 

Supsrvlsas  investigstlons, 
grand  jury  presentations, 

6\d  trials  of  all  cases  in 
the  fields  of  transports 
tion,  oonm  lest  ions  and 
publie  utilitiaa* 


TEMPORARY  FIELD  OFFICES 

Tha  field  Offices  are  under  the  direct  sig>ervialan  of  the  First 
Aseiatant*  Tha  enphaaia  on  and  priority  as  to  cases  and  inveo- 
tigationa  in  each  office  will  be  detemlned  by  him.  In  sub- 


JIZATION  CHART  OF  THE  ANTITRUST  DIVISION  OF  THE 


tcl  uction 


Lt«chlc«,  Chiiif 

Asst*  Chl«f 

m InTMticiitlorK, 
*7  prM«nt4htlons, 
M of  all  caaM  in- 
Intomational  oar- 
oaaea  inirolTlnc 
dMBleals  and  non- 
otals« 


ASSISTANT  ATTORNEY  GENERAL 

WENDELL  BEWQg 

In  addition  to  exarclaing  foneral  aupanrlaion  orer 
all  of  the  activltlaa  of  tha  Antitrust  DlYlslon, 
tha  Assistant  Attomay  Oenaral  will  assign  con 
plaints,  Investigations  and  cases  to  tha  yarlous 
aactlons* 


FIRST  assistant 

KENNETH  L KIMSLC 

Parfons  dutias  of  tha  Assistant  Attorney 
Ommrtl  and  represents  Dapartaant  on  mmy 
Boards  and  coanlttaas;  is  acting  Assist- 
ant Attorney  General  in  the  absace  of 
tha  Head  of  Office*  Has  general  aupeiv 
vision  of  all  investigations,  preparation 
for  trial,  trials,  appellate  natters,  and 
adainlstrativa  direction  of  division. 


L 

1 

TRaaSPORTATlON  ANO  PUBLIC  UTILITIES 
SECTION 

APPELLATE  SECTION 

Jaaes  Kildey,  Chief 
Albert  Soggees,  Asst*  Chief 

C*  H.  Weston,  Chief 
H.  Borkland,  Asst*  Chief 

Supervises  Investigations, 
grand  jury  presentations, 
^d  trials  of  all  cases  in 
the  fields  of  transporta- 
tion, nmamieatloQS  and 
pdblie  utilities* 

Supervises  questions  of 
appellate  review,  briefing 
and  procedural  aatters  in 
the  Supreae  Court,  suits 
to  set  aside  adalnistra- 
tive  orders,  and  reports 
on  leglslatian* 

TEMPORARY  FIELD  OFFICES 

The  Field  Offices  are  undor  the  direct  superviaion  of  the  First 
Assistant*  The  SBv>hasis  on  and  priority  as  to  cases  md  inves- 
tigations in  each  office  will  be  deterained  by  hia.  In  sub- 
stantive Batters  relating  to  the  work  of  any  section,  hoeevor, 
the  Field  Offices  report  directly  to  the  appropriate  section 
head*  AsslgiBSPt  of  Berbers  of  the  staff  within  each  offiea  la 


DEPARTMENT  OF  JUSTICE 


DECREE  AND  SURPLUS  PROPERTY  SECTION 


Louis  B*  Schwarts,  Chief 
niiott  Moyer,  Asst*  Chief 

negotiates  consent  decrees 
And  supervises  their  observ- 
ance; prepares  advisory  opin- 
ions; passes  upon  surplus 
propsrty  dlspos^  in  eo»- 
pliencs  with  Sac*  BO,  Surw 
plus  Property  Act  of  I9U1; 
eleare  eatitmst  Bettore 
for  goveraaent  sgAclee* 


ECONOMIC  SECTION 

George  Coaer,  Chief 
H.  Mohat,  Aset*  Chief 

Conducte  prlaary  econoalc  work  on 
etrsinte  of  trade;  eooperetee  with  trial 
attorneys  on  faote;  reports  on  ssttlo- 

aents  end  dscrees* 


COMPLAINTS  ANO  SMALL  BUSINESS  SECTION 


Edward  p*  lodgss,  Chlsf 
Tletor  H.Krsaer,  Asst*  Chlsf 

Supervisee  iaveeUgation  of 
all  geaeral  antitrust  coa- 
Plalate,  sslsetsd  grand  jury 
preseotaUone  end  trials, 
■■idlee  liaison  with  Federal 
Sureeuof  iBveetigaUoo.  Also 
aids  saall  buslaeas* 


administrative  section 


Johnston  Avery,  Z lief 
L.  Finn,  Asst*  Chef 


Responsible  for  «I 
ard  execution  th< 
assignmenta,  bud 
records,  edltingj 
DepartJDent's  Adn 
"’Ivieion  Staff  Co 
crultlng  md  trai 


, adainistratlve  decisions 
roof  Including  personnel, 
^et  and  fiscal  matters, 
serves  on  Polioj  Board, 
nistrative  Coanittee  and 
mittee>  in  charge  of  re- 
ling* 


BOSTOh 


CHICAGO 


Grant  W.  Kellehc  r,  Chief 


John  C»  Hesberg^  Chief 


FIRST  assistant 


KENNETH  L KIMfLt 

Perfonn  duties  of  the  Assistant  Attorney 
General  and  represents  Department  on  mwy 
Boards  and  committees}  is  acting  Assist- 
ant Attorney  General  in  the  abamce  of 
the  Head  of  Office.  Has  ganeral  auper- 
vlalon  of  all  Inveatigatlona,  preparation 
for  trial,  trials,  appellate  matters,  and 
admlniitrative  direction  of  division. 


TRANSPORTATION  AND  PUBLIC  UTILITIES 
SECTION 


APPELLATE  SECTION 


James  Kildgjr,  Chief 
Albert  Boggess,  Asst.  Chief 

Supervises  investigations, 
grand  Jury  presentations, 
trials  of  all  cases  in 
the  fields  of  transporta- 
tion, oiMmunicatloos  and 
pdblle  tttilltiee. 


C.  H.  Weston,  Chief 
H.  Boridand,  Asst.  Chief 

Supervises  questions  of 
appellate  revlev,  briefing 
procedural  matters  In 
the  Supreme  Court,  suits 
to  set  aside  adadnlstrap' 
tive  orders,  end  reporte 
on  legislation. 


TEMPORARY  FIELD  OFFICES 


The  field  Offices  are  under  the  direct  supervision  of  the  first 
Assistant.  The  emphasis  on  and  priority  as  to  cases  snd  inves- 
tigations in  aaeh  office  mill  be  detsmlned  by  him.  In  eub- 
stsntive  matters  relating  to  the  work  of  any  aection,  however, 
the  field  Offices  report  directly  to  the  appropriate  aeetion 
heml.  Aeaicnmant  of  memhera  of  the  staff  within  aaeh  office  ia 
the  responsibility  of  the  local  Chief.  Beeh  of  these  offices 
maintains  dose  contact  with  the  U.  S.  Attorney  and  other  field 
offices  of  other  goveramantal  agenelee  in  its  area. 


NEW  YORK 


DANVILLE,  ILL 


Janas  C.  Wilson,  Chief 


Horace  flurry.  Chief 


FIRST  assistant 


KENNETH  L lUhifLt 

Psrforw  dntlM  of  th*  Attomoy 

G«n«ral  and  represent*  DepsrtMnt  on  mmy 
Boards  and  coanitteesj  is  acting  Assist- 
ant Attorney  General  in  the  absmce  of 
the  Head  of  Office*  Has  general  super- 
vision of  all  investigations,  preparation 
for  trial,  trials,  appellate  utters,  and 
adninistrative  direction  of  division. 


THAMSPORTATION  MO  PUBLIC  UTILITIES 
SECTION 


APPELLATE  SECTION 


Jaus  Kilday,  Chief 
Albert  Boggses,  Asst*  Chief 

Supervises  investigations, 
grand  Jury  presentations, 
trials  of  all  cases  in 
the  fields  of  transporta- 
tion, ooeumicatiODS  and 
pdblie  utilities* 


C*  H.  Weston,  Chief 
H*  Borkland,  Asst*  Chief 

Supervises  questions  of 
appellate  review,  briefing 
and  procedural  utters  in 
the  Suprue  Court,  suits 
to  art  aside  adainistra- 
tive  orders,  and  reporta 
on  legislation* 


TEMPORARY  FIELD  OFFICES 


The  Field  Officu  ere  under  the  direct  a^>«rvieion  of  the  First 
Aaeietant*  The  eaphuis  on  and  priority  as  to  essu  and  inves- 
tigations in  each  office  will  be  deteralned  by  hia.  In  eid>- 
stantive  utters  relating  to  the  work  of  any  section,  however, 
the  Field  Offices  report  directly  to  the  appropriate  section 
heed*  AssipuMnt  of  asabere  of  the  staff  within  each  office  la 
the  responsibility  of  the  looal  Chief*  Baoh  of  thus  offiou 
aalntains  does  contact  with  the  U*  S*  Attorney  and  other  field 
offices  of  other  govemasntal  agenelee  in  its  eru* 


CHICAGO 


John  C*  Rerbsrg,  Chief 


NEW  YORK 


Jamas  C.  Wilson,  Chief 


AeUng  <9iief 


ECONOMIC  SECTION 

George  Coaer,  Chief 
R*  Vohat,  Asst*  Chief 

Conducts  prlaary  soonoalc  work  on  re- 
straints of  trade)  cooperetu  with  trial 
attorneys  on  facts)  reports  on  settle- 
mmta  md  decrees* 


DANVILLE,  ILL. 
Horace  Fluny,  Chief 


LOS  ANGELES 
Williu  C*  Mxon,  Chief 


SEATTLE 

Oeorgs  H*  Hsidlsbaugh 
Chief 


SAN  FRANCISCO 

Wallaoe  BsaXsad 

Chi  of 
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Answer  to  Question  7 

CASE  LOAD 

The  committee  has  asked  us  to  indicate  a “measure  of  the  case  load”  that  the 
attorneys  and  economists  in  the  Antitrust  Division  are  required  to  handle  at  the 

present  time.  , j u 

It  is  not  possible  to  give  the  committee  an  intelligent  picture  of  the  case  load  by 

furnishing  statistics  because  of  the  great  disparity  in  size  and  importance  among 
the  cases  and  investigations  now  in  progress.  For  example,  one  case  may  require 
the  full  time  of  six  men  while  another  may  be  handled  by  one  man  who  can,  m 
addition  to  his  work  on  the  case,  take  charge  of  an  investigation. 

A rough  idea  of  the  case  load,  however,  may  become  apparent  from  the  available 
statistics.  There  are  199  attorneys  in  the  Division,  8 experts,  and  8 economists. 
Of  this  total  of  215,  208  are  engaged  in  the  enforcement  of  the  antitrust  laws  and 
are  now  (July  29,  1946)  working  on  114  antitrust  cases  that  have  been  filed  and 
are  now  pending.  These  cases  are  either  in  the  stage  of  being  prepared  for  trial, 
actually  in  trial,  pending  on  appeal  or  awaiting  entry  of  a final  judgment. 

In  addition,  there  are  167  pending  investigations  of  alleged  violations  of  the 
antitrust  laws.  These  investigations  have  not  yet  resulted  in  filing  any  bill  of 
complaint  or  the  return  of  any  indictment.  Each,  however,  must  be  staffed  and 

the  investigation  pushed.  ' ^ n • 

In  general,  every  effort  is  made  to  staff  adequately  cases  that  are  actually  m 
trial.  This  frequently  must  be  done  at  the  expense  of  cases  that  have  not  reached 
the  trial  stage  or  that  have  not  yet  been  filed  but  are  in  the  process  of  investigation. 
But  even  in  cases  that  are  being  tried  it  is  questionable  whether  the  staff*is  ade- 
quate in  number.  For  example,  in  the  Hartford-Empire  case  there  were  5 at- 
torneys working  on  the  case  for  the  Government.  The  defendants  had  at  least 
30  attorneys.  As  another  example,  in  the  trial  of  the  antitrust  case  against 
Paramount  Pictures,  Inc.,  and  the  other  major  motion-picture  producers,  at 
least  50  lawyers  participated  in  the  preparation  and  conduct  of  the  trial  for  the 
defendants  while  the  Government  never  had  in  excess  of  10  lawyers  working  on 
the  case.  In  the  trial  of  the  antitrust  case  against  the  Wisconsin  Cheese  Asso- 
ciation, 33  lawvers  entered  on  appearances  for  the  defendants,  while  5 partici- 
pated for  the  Government.  In  the  trial  of  the  Madison  Oil  case,  the  defense 
had  103  attornej^s,  while  5 represented  the  United  States. 

In  addition  to  enforcement  of  the  antitrust  laws,  the  Antitrust  Division  partici- 
pates in  the  enforcement  in  the  courts  of  so-called  kindred  acts  such  as  the  Agri- 
cultural Adjustment  Act  of  1938,  Federal  Alcohol  Administration  Act,  Connally 
Act,  Interstate  Commerce  Act,  and  the  Federal  Power  Act.  Approximately  7 
attorneys  in  the  Division  devote  most  of  their  time  to  this  work  and  they  are  now 
participating  in  the  conduct  of  130  cases  under  the  related  acts.  Obviously  these 
cases  are  of  less  complexity  than  antitrust  cases  and,  in  addition,  these  members 
of  the  Division  receive  the  active  assistance  of  members  of  the  staff  of  various 
other  agencies  of  the  Government. 

It  should  be  pointed  out  that  every  day  complaints  come  to  the  attention  of  the 
Antitrust  Division  of  alleged  violations  of  the  antitrust  laws  which,  due  to  the 
lack  of  manpower  and  lack  of  funds,  cannot  be  investigated.  No  precise  ficures 
are  available,  but  it  is  estimated  that  these  complaints  number  in  excess  of  500 
each  vear. 

Question  8 

July  22,  1946. 

Antitrust  appropriations,  1939-47 


Fiscal  year 


1939  - 1 $1»028.540 

1940  - 

1941  

1942. 

1943  - - - - 

1944  - - 

1946 - 

1946  

1947  


Amount  re- 
quested by 
the  Depart- 
ment of  Justice 

Amount  ap- 
proved by 
the  Bureau  of 
^ the  Budget 

Amount  ap- 
proved by 
1 Congress 

$1, 028, 540 
1,  530,000 
2, 199, 900 
2,741,060 

2. 550.000 

2. 380.000 
1, 695,  200 
1.  750, 000 
2. 000,000 

$092, 250 
1,  530, 000 

1.209.000 
1,  575, 000 
2, 000,000 

1.600.000 

1.400.000 
1,  750,000 

1.900.000 

$780,060 

1. 300.000 
1,  325, 000 

2.325.000 

1.800.000 
1,600,000 
1,  390,000 

1. 700. 000 

1.900.000 

appropria- 

tions 


$9,000 

96,600 


160.000 

150.000 

176.000 
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Hon.  Tom  C.  Clark,  July  26,  1946. 

Attorney  General,  Department  of  Justice, 

Washington,  D,  C. 

very  much  for  the  excellent  information  which  vou 
sent  us  in  connection  with  cases  filed  during  the  last  8 years.  This  record  bceins 
of  course,  only  with  the  da,te  when  each  case  was  filed.  ^ ’ 

of  the  things  in  which  we  are  interested  is  the  total  elapsed  time  in 
nf  " action,  we  have  selected  at  random  approximately  50 

(1)  Date  and  source  of  complaint. 

(2)  Date  investigation  begun. 

(3)  Date  investigation  completed. 

The  case  numbers  are  shown  on  the  attached  sheet 

our  letter  of  June  26  to  you  we  find  that  we  did  not  bring  out 
ment?  interest  in  administrative  problems  as  distinct  from  in^iedi- 

successful  antitrust  action  caused  by  possible  statutory  limitations 

S June"26  Te^XuhV^lik  ’ answering  question  5 in  our  letter 

?osilhle  adn-L'bfralt"e“U°veS  ““  '"“-g 

In  going  over  some  of  the  TNEC  material  we  find  reference  to  a Justice  Depart- 
ent  pre^edure  by  which  antitrust  investigations  are  neither  conducted  nor 
mipervised  by  the  Antitrust  Division,  but  are,  instead,  handled  bv  the  FBI 

investigations  of  this  type  are  coor: 

oincerely  yours, 

Estes  Kef.^uver, 
Chairman,  Monopoly  Subcommittee. 


List  of  cases  for  which  we  would  like 
complaint,  {2)  date  investigation 


No.  434 
No.  442 
No.  450 
No.  458 
No.  466 
No.  474 
No.  482 
No.  490 
No.  498 


No.  506 
No.  514 
No.  522 
No.  530 
No.  539 
No.  547 
No.  555 
No.  564 
No.  572 


No.  580 
No.  588 
No.  596 
No.  604 
No.  612 
No.  620 
No.  628 
No.  639 
No.  647 


information  covering  (1)  date  and  source  of 
begun,  (5)  date  investigation  completed 


No.  655 
No.  663 
No.  671 
No.  679 
No.  688 
No.  696 
No.  704 
No.  712 
No.  720 


No.  728 
No.  736 
No.  744 
No.  752 
No.  760 
No.  769 
No.  777 
No.  785 
No.  793 


No.  801 
No.  809 
No.  817 
No.  825 
No.  833 
No.  842 
No.  850 


CONDUCT  OF  ANTITRUST  INVESTIGATIONS  BY  THE  FEDERAL  BUREAU  OF 

INVESTIGATION 

The  committee  has  requested  information  on  the  conduct  of  antitrust  investi- 
gations and  the  coordination  effected  between  the  Antitrust  Division  and  the 
Federal  Bureau  of  Investigation.  *vioiun  dim  uie 

Federal  Bui eau  of  Investigation  has  conducted  some  of 
o ^ ^ a alleged  violations  of  the  antitrust  laws,  and  since  December 

1945  assumed  an  inci eased  responsibility  for  antitrust  investigation  work 

B ™aV°n  i”''«i8>«onal  activities  of  the 

mS  Antitrust  Division  determines  that  a case  requires  investigation. 

(approximately  90  percent)  originate  through  complaints 
o one  businessman  apinst  the  practices  of  other  businessmen.  These  complaints 

P^vision  attorneys.  If  preliminary  examination  war- 
rants,  an  investigation  by  Bureau  agents  is  requested.  The  remaining  10  percent 
P™««edings  onginate  either  as  a result  of  special  studies  of  major 
industries  by  the  Economic  Section  staff  of  the  Antitrust  Division  or  through 
reference  by  other  Government  agencies.  mrougn 

(6)  Once  investigation  appears  warranted.  Antitrust  Division  attorneys  prepare 
a comprehensive  memorandum  for  submission  to  the  Federal  Bureau  of  Investiga- 
tion. A synopsis  of  all.  relevant  infoimation  then  available  is  set  forth  in  this 
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memorandum  together  with  a statement  of  the  violation  of  law  which  is  aHeg^. 
memoranuum  t ^ . material  to  be  obtained  and  examined,  and  a list 

an  indication  o . , memorandum  further  designates  those  attorneys 

ol  ?hrAlhmft  Bureau  may  comh.lt  tor  further  advice 

‘t)  office  do  not  conduct  ioyeetiga- 

tiont  in  territorioe  assigned  to  other  FBI  field  offi«a  where  «^mvesti- 

cratinn  desired  in  the  territory  assigned  to  more  than  one  rbl  neia  omce,  per 
fonnel  assigned  to  each  of  several  Bureau  offices  participate  in  the  investigation. 

(d)  If  the  Bureau  considers  it  necessary  its  agents  meet  with  and  discuss  the 
JStigaton  S the  ATttoust  Division  attorneys.  These  h«orhoy»  oooper^e 
but  do^not  actually  participate,  in  the  investigation  conducted  by  the  Bureau 

an  investigation  in  each  field  locality  is  concluded,  the  Bureau  transroite 
rotlnri®  r>f  the  various  FBI  investigators,  together  with  photographs  of  documents 
3co.?LS,nSce  wh^^^  h®ave  been  obtained  from  the  files  of  companies 

“”Atte)Th“conclusion  of  the  investigation  by  the  Federal  .Bureau  of  Investigation 
the  Antitrust  Division  attorneys  assigned  to  the  case  decide  whether 
ffation  discloses  facts  warranting  institution  of  antitrust  proceedings.  This 
cision  mav  require  these  attorneys  to  interview  and  discuss  the 
in  the  investigation  with  persons  and  corporations  that  have  already  been  inter- 
v"eied  and  wE  fi”s  h^vc  been  eMmiiied  by  the  Federal  Bureau  of  Invest.g^ 
tion  At  this  sta<re  the  Antitrust  Division  attorneys  may  contmue  the  work  on 
the  case  without  further  assistance  from  the  Bureau  or  they  may  decide  to  submit 
supSen^  t°.the  Federal  Bureau  of  Investigation  in  which 

they  request  further  investigation. 

POLICY  TOWARD  ACCEPTING  CONSENT  DECREES  AND  NOLO  CONTENDERE  PLEAS 

The  committee  has  asked  the  views  of  the  Department  concerning  the  advdsa^ 
bilitv  of  insisting  upon  trials  rather  than  accepting  consent  decrees  in  civil  cases 

onrl 'nlpas  of  nolo  contendcre  in  criminal  cases.  v.  u -j 

In^a  dvil  suit  if  defendants  offer  to  enter  into  a consent  decree  which  provides 
all  the  relief  which  the  Department  believes  could  be  obtained  after  trial,  it 
would  be  foolhardy  to  try  the  case.  It  has  been  the  policy  of  the  Antitrust 
Division  onlv  to  accept  consent  decrees  where  defem^nts  consent  to  abide  y 
decree  containing  substantially  all  the  relief  that  the  Division  expected  to  obtain 

in  nnv  decree  that  would  be  granted  after  a trial.  , . a.  x x 

The  principal  reason  that  defendants  use  the  nolo  contendere  plea  in  antitrust 

cases  is^hat  this  plea  does  not  constitute  an  admission  that  could  be  used  against 
tLm  in  an  action  for  treble  damages  brought  by  someone  claiming  to  be  injured 

^^If^tlie'liri^mtment^a^^^  to  accept  nolo  contendere  pleas  it  would  be  forced 
to  try  a gS  rn^v  more  criminal  c^es  than  is  now  the  rule.  Since  guilty  ple^ 
Lidd  bemused  against  them  in  treble  damage  actions  defendants  would  rare  y 
accent  the  risks  involved  in  voluntarily  entering  pleas  of  guilty.  This  "ould 
reqiure  the  Department  of  Justice  to  try  a great  many  antitrust  suits  ’ivhich  would 
otherwise  be  settled  bv  pleas  of  nolo  contendere.  here  convictions  m such 
cases  sfter  trials,  would  result  only  in  the  imposition  of  those  fines  that  could 
have ’been  obtained  bv  accepting  nolo  contendere  pleas,  insistence  upon  guilty 
nleas  would  seem  to  result  in  a needless  waste  of  manpow^er.  It  is  possible  that 
siieeessful  trials  ivoiild  have  a greater  deterrent  effect  upon  businessmen  than 
accentance  of  pleas  of  nolo  contendere.  Nevertheless,  the  Department  has 
thoucht  that  greater  economic  good  can  be  achieved  through  accepting  nolo  con- 
pK,  S thSrty  frcctog  member,  of  the  Division’s  stnlT  to  commence 
work  upon  new  complaints  rather  than  expending  months  or  years  in  trying  case.s. 

KINDRED  ACTS  UNDER  WHICH  ANTITRUST  DIVISION  HAS  RESPONSIBILITIES 

September  30,  1946. 

The  Agricultural  Adjustment  Act  of  1938,  February  16,  1938  (c.  30,  .sec.  1;  52 

^^The  ^Igricultural  Marketing  Agreement  Act  of  1937,  June  3,  1937  (c.  296, 

secs.  1,  2,  50  Stat.  246  (T.  7,  sec.  601).  is  IT  9 G A sec 

The  Antiracketeering  Act  of  June  18,  1934  (48  Stat.  979,  18  U.  b.  U.  * . 

420). 
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6164)*^  24,  1935  (c.  412,  49  Stat.  494;  49  U.  S.  C.  A. 

29^-29^^^^^^'^°^®*^^^^  February  18,  1922  (42  Stat.  388;  7 U.  S.  C.,  secs. 

U.  S.  C.  A. 

The  Clayton  Act  of  October  15,  1914  (38  Stat.  730;  15  U.  S.  C.,  secs.  12-27  44) 
1491^  U^S^a^^A  7)^''^  Stat! 

The  Communications  Act  of  June  19,  1934  (48  Stat.  1064),  repealing  and  sun- 
ganting  the  Radio  Act  of  February  23,  1927  (44  Stat.  1162;  47  U.  S.  C.  A.  secs 
81-119)  (as  amended  March  28,  1928;  45  Stat.  373) 

7iJ-715lT“^^^^  February  22,  1935  (49  Stat.  30-33;  15  U.  S.  C.,  secs. 

34'stet®?87T4'9t^^^^  ^32  Stat.  847; 

The  Federal  Alcohol  Administration  Act  of  June  26,  1936  (c  730  49  Stat  1Q6'i 
secs.  503,  505,  507;  27  U.  S.  C.  A.  202c,  205,  209).  ’ 

301-Mf)^'^®''^^  Register  Act  of  July  26,  1935  (c.  417,  49  Stat.;  44  U.  S.  C.,  secs. 

IT  Act  of  September  26,  1914  (38  Stat.  717  15 

U.  O.  s©cs.  41 — olj.  * 

The  Grain  Futures  Act.  (See  the  Commodity  Exchange  Act ) 

I he  Interstate  Commerce  Act  of  February  14,  1887  (24  Stat.  379*  49  U.  S.  C. 
secs.  1 — 15).  ^ 

The  Land  Grant  Act  of  July  25,  1866  (14  Stat.  239). 

Stockyards  Act  of  August  15,  1921  (42  Stat.  159-  7 U S C A 
secs.  181-229),  as  amended  Mav  6,  1926.  ' • • . 

Panama  Canal  Act  of  1912  (37  Stat.  567;  15  U.  S.  C.,  No.  31). 

7 tT^q  ^rishable  Agricultural  Commodities  Act  of  June  10*  1930  (46  Stat  531- 
^ amended  by  Public,  No.  702,  74th  Cong  ) ' 

The  Produce  Agency  Act  of  March  3,  1927  (44  Stat.  1355;  7 U.  S C.  A.  491) 

The  Railwy  Labor  Act  of  May  20,  1926  (44  Stat.  577,  45  U.  S.  C.,  secs.  151- 
163,  as  amended  June  7,  1934,  48  Stat.  926;  June  21,  1934,  48  Stat  1185) 

Revenue  Act  of  1916  (39  Stat.  798;  15  U.  S.  C.,  secs.  71-72)  ' 

15  V%  C 1-4,  49  Stat.  1526, 

May  26  1938  ^ A-,  13  (c)| 

77J-77fa?'"”*'^®  ^4;  15  F-  S.  C.  A., 

TT?  Act  of  1934,  June  6,  1934  (c.  404,  48  Stat.  905;  15 

L.  b.  L.  A.,  77b  et  seq.).  ’ 

The  Securities  Exchange  Act  of  1934  (48  Stat.  905) 

The  Slmrinan  Act  of  July  2,  1890  (26  Stat.  209;  15  U.  S.  C.,  secs.  1-7  15) 

Small  Business  Act  of  1942  (56  Stat.  357;  50  U.  S.  C.  A.,  sec.  1112)  ' 

The  Sugar  Act,  September  1,  1937  (c  898,  1 U.  S.  C.  A.  sec  101-50  Stat  9031 

Surplus  Propurtv  Act  of  1944  (58  Stat.  765;  50  U.  S.  Ci.  A i Lcs'.  leil-Sb™) 

TT  « ®y  Authority  Act  of  May  18,  1933  (48  Stat.  58-72;  16 

^ 'tru  »31-831cc;  as  amended  August  31,  1935,  c.  836,  49  Stat.). 

The  Tobacco  Inspection  Act  of  August  23,  1935  (c.  623,  49  Stat.  731,  U.  S 
C.  A.  7,  secs.  511-511q).  , k>. 

The  Transportation  Act  of  September  18,  1940. 

Reconversion  Act  of  1944  (58  Stat.  785;  50  U.  S.  C.  A. 

loo,  it.) . 

61-6^5")  Trade  Act  of  Apiil  10,  1918  (40  Stat.  516;  15  U.  S.  C.,  secs. 

1 Tariff  Act  (antitrust  provisions)  of  August  27,  1894  (38  Stat.  570 

15  U.  S.  C.,  secs.  8-11;  as  amended  February  12,  1913,  37  Stat.  667).  ' 


SUPPLEMENTARY  EXHIBITS  IN  CONNECTION  WITH  ANALYSES  OF 

THE  DEPARTMENT  OF  JUSTICE 

Appendix  A 

Conmctions  of  imprisonment  under  Federal  antitrust  law,  July  1890-July  194^ 


Title 


Type  of  case 


Num- 
ber of 
defend- 
ants 


Sentences  imposed 


Year 

sen- 

tences 

im- 

posed 


U,  S.  V.  Bebs^ - 

U.  S.  V.  American  Naval  Stores  Co.. 

U.  S.  V.  Haines. 

U.  S.y.  Patterson 


U.  S,y.  Boyle 

U,  S.  V.  Rintelen 

U.  S.  V.  Bopp. 

U.  S.y.  Alexander  & Reid  Co. 


Labor  union. 

Business  racketeering. 

Labor  union 

Business  racketeering. 

Ivabor  union 

War  spies 

do 

Business  racketeering. 


U.  S.  V.  0*  Brien Labor  union 


U.  S.  V.  Powell.. 

17.  iS.  V.  Trenton  Potteries  Co. 


do... 

Business. 


C7.  S.  V.  Williams 

C7.  S.  V.  Reilly - 

U.  S.  V.  Krewoski 

U.  S.  V.  Baumgartner 

17.  S.  y.  Greater  New  York  Live 

Po2iltry  Chamber  of  Commerce, 

V.  S.  V.  Mercer - 

U.  S.  V.  Weiner  ® 

C7.  S.  V.  Fish  Credit  Assn.,  Inc 

U,  S.  V.  Cnton  Pacific  Produce  Co. 


Labor  union 

do 

do 

Business  racketeering. 
do-_ 


C7.  S.  V.  Protective  Fur  Dressers 
Corp. 


U.  S.  V.  Gramlich 

U.  S.  V.  Fur  Dressers  Factor  Oorp... 


Labor  union 

Business  racketeering. 


t7.  S.  V.  United  Sea  Workers  Union.  Labor  union. 


U.  S.  V.  Needle  Trades  Workers  In-  do. 

dustriat  Cnion.*® 


U.  S.  V.  Local  807,  International  do. 

Brotherhood  of  Teamsters.^^ 


Beatrice  Creamery Labor  union 

Produce  Exchange  of  Los  Angeles. . . Busmess  racketeermg. 
Evaporated  Milk  Association ..do.-. 


Produce  Exchange  of  Los  Angeles., do. 

Washington  Culvert  dc  Pipe do. 


3 to  6 months 

3 months  

4 hours 

24  defendants,  1 year;  3 

defendants,  9 months.* 

! 1 year  *. 

do 

do 

1 defendant,  2 months;  3 
defendants,  4 months.* 

4 defendants,  8 months;  1 
defendant,  30  days. 

10  days - 

7 defendants,  6 months;  1 
defendant,  10  months.® 

10  months 

1 year - 

6 months 

3 to  9 months. 

10  days  to  4 months 

3 months 

3 months  to  3 years 

6 months  to  2 years  * 

2 defendants,  6 months;  1 
defendant,  1 year.* 

2 defendants,  2 years;  13  ® 
defendants,  suspended 
sentences. 

2 years - — - 

10  defendants,  2 to  15 
months;  68  defendants, 
suspiended  sentences. 
3defendants,  3 to  6 months; 

2 defendants,  suspended 
sentences. 

5 defendants,  1 year;  4 de- 
fendants, 6 months;  2 de- 
fendants, 3 months:  1 de- 
fendant, suspended  sen- 
tence. 

23  defendants,  1 to  18 
months;  3 defendants, 
suspended  sentences. 

Sentenced  to  6 months 

1 year,  sentence  suspended. 
Sentenced  to  1 year,  sen- 
tences suspended. 
Sentenced  to  1 ye^r,  sen- 
tence suspended. 
Sentenced  to  4 months, 
suspended. 


1 Contempt  proceeding. 

* Reversed.  , 

* Sentence  of  1 defendant  commuted  to  4 months. 

* Sentence  of  I defendant  commuted. 

® Sentence  suspended. 

» Contempt  pr^eding  for  violation  of  decree  in  V.  S.  v.  Oreater  N.  Y,  Live  PouXtry  Chamber  of  Commerce, 
7 Sentences  of  8 defendants  suspended. 

* Sentences  of  all  suspended. 

* Reversed  as  to  1 defendant. 

10  On  appeal. 
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Appendix  B 

Fines  imposed  under  Federal  antitrust  law,  July  1890- July  1946 


Title 


Industry 


Num- 
ber of 
defend- 
ants 
fined 


Fines 

imposed 


U.  S.  V.  Moore * 

U.  S.  V.  Federal  Salt  

U.  S.  V.  Am9den  Lumber  Co * 

U.  S.  V.  MacAndreics  d*  Forhes  Co 

Vr  I*  ^^^olesale  Meat  d PiSduce'cV 

U.  S.  V.  Atlantic  Inrestment  Co.. 

V.  S,  V.  American  Seating 

U.  8.  y.  Santa  Rita  Store  C^'i~'^nia  'PHaMim^^ 
tng  Co. 

U.  S.  V.  Parks 

U.  S.  V.  Union  Pacific  Coal 

U.  S.  V.  National  Umbrella  Frame  Co 

U.  S.  V.  Simmons 

U.  S.  V.  Albia  Pox  Paver  Co 

U.  S.  V.  Steers 

U.  S.  V.  Imperial  limdo’io7;/airCo* 

V.  S.  V.  Rag 

XJ.  S.  V.  Palmer II'” 

U.  S.  V. Wholesale  syocers' Association^^ 

U.  S.v.  Patten 

U.  S.  V.  Thompson... IIIIII  

U.  S.  V.  John  Reardon  d SnVcoIIIIII 

U.  S.  V.  Standard  Sanitary  Mfg.  Co * " 

U.  S.  V.  Geer.. __  

U.  S.  V.  Kunter  Milling  Co IIIIII 

U.  S.  V.  New  Departure  Mfg 

U.  S.  V.  Patterson 

U.  S.  V.  Page IIIIIIIIIII 

o'  -NorM  Pacific  XSiiarves  d Trading' Co  ~ 

Vr  o ^ Ry.  d Navigation  Co 

U.  S.  V.  American  Wringer  Co... 

U.  S.  V.  Collins.. 

U.  S.  V.  Knauer IIIIII 

U.  S.  V.  McCoach... 

U.  S.  V.  Irring 

XJ.  S.  V.  King 

U.  S.  V.  Po^le IIIIIIIIIII  

U.  S.  V.  Popp. __III  

U.  S.  V.  Cowell --IIII 

U.  S.  V.  Mead  IIIIIII'I 

XJ.  S.  V.  M.  Piowaty  i IIIII 

U.  S.  V.  NaVl  Petail  Monument  Dealers  Asso- 
ciation. 

U.  S.  V.  Booth  Fisheries 

XJ.  S.  V,  Artery. 

U i*  v’  B^in^°  ^^osaic  d fUing  'Coy..V.y.~.l.~. 

U.  S.  V.  Jensen  Creamery  Co.. -IIIIII 

U.  S.  V.  Sumatra  Purchasing  Corp 

y.'  ^^pAo7i5  Custodis  Chimney  C^struc- 
iion  Co. 

XJ  S.  V.  Goodwin-Gallagher  Sand  d Gravel  Corn 
U.  S.  V.  Alexander  d Reid  Co 

XJ.  S.  V.  Atlantic  Terra  Cotta  Co 

U.  S.  V.  Clements 

U.  S.  V.  Whiting IIIII 

U.  S.  V.  Feeney IIIIII 

U.  S.  V.  Clow  & Sons _ - 

U.  S.  V.  Andrews  Lumber  d Mill  Co  

y S.  V.  American  Terra  Cotta  & Ceramic  Co'" 

U.  S.  y.  Trenton  Potteries 

U.  S.  V.  Williams.. 

XJ.  S.  V.  Harvel. II*” 

U.  S.  y.  Reilley 

U.  S.  y.  Lindsley  Bros.  Co  ..  . 

XJ.  S.  y.  Coye I” 

U.  S.  y.  I-IIIIII”””  ” 

U.  S.  y.  Brown 

y.  S.  y.  National  Malleable  ‘(i'sieelCasVijVgVco 
XJ.  S.y.  Lay  Fish  Co... 

Vr'  o*  Agricultural  'Chemical  Co 

y.  S.y.  Shreve,  Treat  d Eacret 

U.  S.  y.  Berger  Mfg.  Co 

U.  S.  V.  National  Cash  Register  Coy..V.yS.V.V.~. 

See  footnotes  at  end  of  table,  p.  261. 


Coal 

Salt III 

Lumber 

Licorice  paste 

Meat 

Naval  stores I 

Church  furniture. 
Company  store... 


Paper 

Coal I 

Umbrella  frames 

Plumbers*  supplies... 

Paperboard 

Tobacco 

Window  glass 

Labor  union 

Copf)er  wire 

Groceries 

Cotton I”“" 

do ...iiiir 

Fertilizer 

Enamelware Ill 

Paperboard I” 

Flour mil 

Coaster  brakes III  I 

Cash  registers 

Fruits  and  vegetables. 

Wharf  facilities 

Steamships 

Clothes  wringers.. 

Farm  produce 

Plumbers'  supplies...! 

do 

do IIII 

Potatoes 

Labor  union I” 

War  spies IIII” 

Cement I 

Newsprint ”1111” 

Onions ' 

Monuments I”” 


Fish 

Labor  union 

Tile 

do 

Dairy  products., 

Tobacco 

Brick  chimneys. 


Sand  and  gravel. 

Tile.._ 

Terra  cotta 

Labor imion...  . 

Milk 

Labor  union 

Plumbers*  materials. 
Building  materials.. 

Terra  cotta 

Pottery 

Labor  union 

do 

.-.do 

Red  cedar  poles 

Refrigerators. 

Furniture 

--  -_do._ 

Iron  castings 

Fish 

Fertilizer 

Jewelry 

Metal  lath I.II 

Cash  registers 


I > $200 

I 1,000 

) 2.000 

I 18,000 

1,000 

I 30,000 

\ 47, 500 

f » 2,000 

54.000 
» 13,000 

3.000 
265 

63.000 

3.500 

10.000 

no 

132,200 

5.500 

4. 000 
18,000 

8.000 
51,007 
16,000 

2,000 

81.500 

U,000 

8, 450 

8.500 

19.500 

6,000 

650 

8. 500 
5, 265 
7,  250 

3.500 
20.000 
20, 000 

25.000 

11.000 
1,250 
6,255 

13.000 
4,  500 

7.500 
3 9,000 

7,500 

25.000 
18, 325 

40.000 

122,000 

51.000 

10.000 

500 

6,000 

20,000 

58.300 
15,000 

169.000 

12.500 
50 

13.000 

37.300 

70.000 

176.000 

209.000 

227.000 

31.000 

90.500  J 

26.850  ] 

10. 850  J 

2.000  ] 
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( 


I 


I 


Title 


Industry 


U.  S.  V.  Berkey  d Gay  Furniture  Co 

XJ.  S.  y.  Aulsbrook  d Jones  Furniture  Co 
U.  S.  y.  Allied  Cleaners  d Dyers  of  Seattle 

U.  S.  y.  Baumgartner 

U.  S.  V.  Meyers 

U.  S.  y.  Greater  New  York  Live  Pouitr'y  Chamber 
of  Commerce. 

XJ.  S.  y.  Ludovcici-Celadon  Co _ 

U.  S.  V.  Mercer IIIIII”” 

XJ,  S.  V.  Nevada  Northern  Ry.  Co II 

XJ.  S.  y.  Fish  Credit  Association,  Inc 

U.  S.  V.  Protective  Fur  Dressers  Corp 

U.  S.  y.  Lockwood  d Winant 

XJ.  S.  V.  Hulse  3 IIIII 

17.  jS.  V.  Union  Pacific  Produce  Co 

U.  S.  V.  Fur  Dressers  Factor  Corv 

U.  S.  V.  Gramlich IIII 

C7.  5.  V.  Dairymen* s Association,  Lid 

17.  S.  V.  United  Sea  Food  Workers  Union 

U.  S.  V.  Standard  Oil  Co.. 

U.  S.  V.  Socony-Vacuum  Oil  Co.,  7nc._ II 

U.  S.  V.  Local  WinCf  Liquor  d Distillery 

Workers  Union. 

U.  S.  y.  General  Motors  Corp.® 

U.  S.  V.  Engineering  Survey  and  AudU  Co 

U.  S.  y.  Sheet  Metal  Association 

U.  S.  y.  Southern  Pine  Association 

17.  5.  V.  Long  Island  Sand  d Gravel  Producers 

Association. 

V.  S.  V.  Bausch  d Lomb  Optical  Co 

C7.  S.  y.  Needle  Trades  Workers  Industrial 

Union. ^ 

U.  S.  y.  Local  807,  International  Brotherhood  of 
Teamsters.^ 

XJ.  S.  y.  St.  Louis  Tile  Contractors  Association 

17.  S.  V.  Mosaic  Tile  Company  

U.  S.  V.  National  Container  Association 

C7.  S.  V.  Wheeling  Tile  Co 

U.  S.  y.  Southern  California  Marble  Associdion^i 

U.  S.  y.  American  Optical  Co.*3._ 

U.  S.  y.  W'ellington  Sears  Co.,  inc 

U.  S.  y.  Joseph  E.  Sirrinc HI 

17.  S.  V.  American  bating  Co.. IIIII 

U.  S.  V.  Arthur  Morgan  Trucking  Co... 

U.  S.  y.  Barney  Balaban  L. H 

U.  S.  V.  Chattanooga  News-Free  Press II 

XJ.  S.  V.  Socony-Vacuum  Oil  Co 

U.  S.  V.  Harbor  District  Chapter  National  Elec-' 
trical  Contractors  Association. 

U.  S.  y,  Harbison-Whlker  Refractories  

17.  S.  V.  Santa  Barbara  Co.  Chapter  National 
Electrical  Contractors. 


I Furniture. 

I do. 

Pressing  machinery 

Confectioneries 

Labor  union 

Poultry  dealers 

Roofing  tile 

Trucking 

Railroads 

Fish. 

Fur  skins 

Fish 

Credit  information 

Artichokes 

Fur  skins 

Labor  union 

Milk 

Labor  union 

Gasoline 

do 

Labor  union 

Auto  financing 

Building 

do... 

do... 

do.-_ 

Optical  goods 

Labor  union 

do 

Tile 

do 

Fiber  board  containers 

Tile 

Building  marble 

Second  quality  lenses. . 

Aircraft  fabrics. 

Printed  cloth.. 

School  furniture 

Trucking 

Motion  pictures 

New’spaper  advertising. 

Petroleum  products 

Electrical  equipment... 

Magnesite 

Electrical  equipment... 


Num- 
ber of 
defend 
ants 
fined 


Fines 

imposed 


Year 

fine 

im- 

posed 


37 

37 

1 

17 

4 

66 


$58. 950 
46, 950 
750 

<20,010 

10,000 

*40,650 


1928 

1928 

1928 

1929 
1929 
1929 


1 

1 

9 

58 

12 

22 

10 

1 

2d 

36 

9 

7 

19 

27 

6 


5.000 
250 
557 

48,387 

638.000 

12,000 

4.000 

1.000 

8 63, 250 

360.000 
4,500 

9.000 
70,000 

375.000 

1.000 


1929 

1931 

1934 

1935 

1936 
1936 

1936 

1937 
1937 
1937 

1937 

1938 
1938 

1938 

1939 


4 

26 

1 

3 

9 


20.000 

6,000 

1,000 

12,000 

50,000 


1939 

1940 
1940 
1940 
1940 


4 

4 


40, 000  1940 

7, 000  1940 


1 


10,000 


1940 


15 

42 

3 

47 

23 

19 

10 

5 
45 

6 
11 

3 

5 

3 


20.  oil 
20.021 
14,000 
62,017 

14.000 

54.000 

23. 500 
500 

28, 033 
12,006 

10.000 

.03 

32.500 

11,000 


1940 

1940 

1940 

1940 

1940 

1940 

1940 

1940 

1940 

1940 

1940 

1940 

1940 

1941 


11 

3 


76, 500  1941 

11,000  1941 


XJ.  S.  v.  Heating,  Piping  d Air  Conditioning 
Contractors. 


Heating  and  air  conditioning 


66 


10,044 


1941 


U.  S.  y.  Bittery  Separators  Mfg.  Association 

17.  V.  A/6a  Pharmaceutical  Co 

U.  S.  V.  W\  P.  FuUer  d Co.n IIIIIIIH 

U.  S.  V.  Corning  Glass  W^orks 

U.  S.  V.  Monterey  Sardine  Industries... 

U.  S.  V.  IF.  C,  i^rrices 

U.  S.  y.  Central  Die  Casting  d Mfg.  Co 

U.  S.  y.  Connecticut  Food  Council 

U.  S.y.  Utah  Products  Association.... 

17.  S.  V.  California  Rice  Industry I I 

U.  S.  y.  Schering  Corp 

U.  S.  y.  Ciba  Pharmaceutical  Products 

U.  S.  y.  Julius  W’eltzien  d Schering  Corp 

U,  S.  y.  Roche-Organon,  Inc 

U.  S.  y.  American  Tobacco  Co I.II 

XJ.  S.  V.  Mountain  States  Lumber  Dealers  Asso- 
ciation. 


Cedar  battery  separators 

Drugs-chemicals 

Flat  glass 

Glass  bulbs 

Fi;h IIIII” 

Lumber 

Pulleys Ill 

Grocery  products Hill 

Canned  food 

Rice II 

Hormones 

do HI 

do. I 

do IIII 

Tobacco H 

Lumber IH 


18 

6 

8 

8 

6 

31 

8 

16 

24 

11 

8 

6 

2 

2 

17 

67 


20, 010 

26,000 

16.500 

47.000 

6,000 

9.500 

23.000 
32,500 

9.000 

33.000 

24.000 

18.000 

6.000 
6,000 

255,000 
20,  405 


1941 

1941 

1941 

1941 

1941 

1941 

1941 

1941 

1941 

1941 

1941 

1941 

1941 

1941 

1941 

1941 


XJ.  S.  y.  Cadillac  Elec.  Supply  Co 

XJ.  S.  y.  American  Optical  Co 

U.  S.  V.  American  Optical  Co 

U.  S.  V.  Glass  Contractors  Association 

U.  S.  V.  General  Petroleum  Corp.  of  California.. 
17.  S.  V.  Western  IHne  Associatimi 


Electrical  supplies. . 

Optical  goods 

— do 

Flat  glass 

Petroleum  products 
Pine  lumber 


32 

10 

11 

16 

41 

48 


39,  262 

20.500 

45.500 
31,003 

84.500 

80.500 


1941 

1941 

1941 

1941 

1941 

1941 


See  footnotes  at  end  of  table,  p.  261. 
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Title 


17.  S.  V.  E.  L.  Bruce  Co 

LL  S.  V.  Harbor  Disaict  Lumber  Dealers 
ciation.^^ 

XI,  S.  V.  Redwood  Lunch  Club 

U.  S.  V.  American  Society  of  ComposerSj  Authors 

Publishers. 

U.  S.  V.  American  Colloid  Co 

U.  S.  V.  West  Coast  Lumbermeri^s  Association 

U.  S.  V.  Associated  Marble  Companies 

17.  S.  V.  Crown  Zellerbach  Corp - 

U.  S.  V.  Food  Distribmors  Assocmion 

U.  S.  V.  Southwestern  Woodwork  Association 

T7.  S.  V.  Eli  Lilly  Company 

17.  S.  V.  American  Refractories  Institute 

U,  S.  V.  Contracting  Plasterers  Association  of 
Long  Beach. 

U.  S.  V.  Standard  Oil  (Indiana) 

U.  S.  V.  Socony-Vncuum  Oil  Co 

U.  S.  V.  National  Retail  Lumber  Dealers  Asso- 
ciation. 

U.  S.  V.  American  Medical  Association 

V.  S.  V.  Friehofer  Baking  Co 

U S.  V.  Ideal  Cement  Co 

17.  5.  V.  Levine  Waste  Paper  Co 

17.  <S.  V.  Wholesale  Waste  Paper  Co 

t7.  S.  V.  Brooker  Engineering  Co.i« 

XJ.  S.  V.  National  Fertilizer  Association 

17.  S.  V.  Standard  Oil  Co.  (New  Jersey). 

XJ.  S.  V.  Food  de  Grocery  Bureau  of  Southern  Cal- 
ifornia. 

XJ.  S.  V.  XJnion  Hardware  <&  Metal  Co 

XJ.  S.y.  Beckley-Cardy  Co 

XJ.  S.  V.  Southern  California  Gas,. 

XJ.  S.  V.  Wholesale  Tobacco  Dealers  of  Southern 
California. 

XJ.  S.y.  XJtah  Wholesale  Grocery  Co 

XJ.  S.  y.  Beatrice  Creamery  Co 

XJ.  S.  y.  Friehofer  Baking  

XJ.  S.  y.  Albion  Vein  Slate  Co 

17.  S.  y.  American  Air  Filter  Co 

XJ.  S.y.  Washington  Wholesale  Tobacco  d:  Candy 
Distributors. 

XJ.  S.  V.  Chilean  Nitrate  Sales  Corp ! 

U.  S.  V.  Western  Washington  Wholesale  Grocers  \ 
Association. 

XJ.  S.  V.  California  Retail  Grocers  <Sc  Merchants 
Association. 

XJ.  S.  y.  Schmidt  Lithograph  Co 

XJ.  S.  y.  Cranberry  Canners 

17.  S.  V.  Produce  Exchange  of  Los  Angeles  *8 

XJ.  S.  y.  Virginia  Carolina  Clays 

XJ.  S.  y.  Glaze-Rite  Co 

XJ.  S.  y.  Empire  Hntdc  Cap  Manufacturing  Co.i*. 

17.  S.  V.  Seattle  Fish  Exchange. 

XJ.  S.  y.  Washington  Brewers  Institute 

XJ.  S.  y.  Aqua  Systems 

17.  S.  V.  Kelly-Goodwin  Hardwood  Co 

XJ.  S.  y.  Procter  Gamble  Co 

17.  S.  V.  American  Waxed  Paper  .Association..'... 

XJ  S.  y.  Cudahy  Packing  Co.  

17.  5.  V.  Aluminum  Co.  

XJ.  S.  y.  American  Magnesium  

U.  S.  y.  Dow  Chemical  Co.  

XT.  S.  y.  Columbia  River  Packers  Assn 

XJ.  S.  y.  Canners  League  of  Cahf. 

XJ.  S.  y.  Master  Plasterers  Assn,  of  S.  F 

17.  S.  y.  Retail  Dry  Goods  Assn 

XJ.  S.  y.  San  Francisco  Hardwood  Floor  Contrac- 
tors Assn. 

XJ.  S.  y.  Wayne  Pump  Co.. 

17.  S.  V.  Linen  Supply  Board  of  Trade  (N.  J.) 

17.  S.  y.  Flntwork  Assn,  of  Gr.  N.  Y 

U.  S.  V.  New  England  Bakers  Assn 

XJ.  S.  y.  Towel  Supply  Assn,  of  Gr.  N.  Y. 

XJ.  S.  y.  Produce  ^change  of  L.  A.  

XJ.  S.  V.  Hiram  W.  Evans 

17.  S.  y.  E.  I.  du  Pont  de  Nemours  de  Co 

See  footnotes  at  end  of  table,  p.  261, 


Industry 


Hardwood  flooring 
Lumber 


Num- 
ber of 
|defend-| 
ants 
fined 


Fines 

imposed 


YeAT 

fine 

im- 

posed 


8 

10 


$8, 250  1941 

14,000  1941 


L umbe  r — redwood . 
Copyrighted  music 


7 20,000 

46  36, 250 


1941 

1941 


Bcutonlte  patents 

Lumber 

Building  marble.. 

Newsprint 

Groceries 

Millwork. 

Insulin— drugs.. - 
Furnace  linings.. 
Plaster  material.. 


3 

69 

15 

6 

15 

30 

6 

13 

17 


29.000 
106,500 

10, 202 

30.000 
5:{.300 
31,450 
19,500 

39.000 
7, 512 


1941 

1941 

1941 

1941 

1941 

1941 

1941 

1941 

1941 


Gasoline 

do 

Lumber  products 


4 

3 

74 


14,500 

30,000 

60,970 


1941 

1941 

1941 


Hospitalization 

Bread.  

Cement 

Waste  paper 

do 

Electrical  equipment 

Mixed  fertilizers 

Synthetic  rubber 

Grocery  products 


2 

6 

5 

11 

14 

30 

99 

10 

18 


4,000 

13.000 

15.000 
11 

7, 007 

32.500 
259, 852 

50.000 

37.500 


1941 

1942 
1942 
1942 
1942 
1942 
1942 
1942 
1942 


Metal  supplies 

Blackboard  erasers 

Gas  ranges. 

Tobspcco,  gum,  and  candy 


22 

8 

24 

26 


44. 500 
4,000 

61.500 

48.500 


1942 

1942 

1942 

1942 


Groceries 

Milk 

Bread 

Slate  products 

Air  filters 

Tobacco. 


9 

11 

38 

2 

13 

23 


10,000 
6,000 
72,500 
2,000 
88,000 
15, 300 


1942 

1942 

1942 

1942 

1942 

1942 


Nitrate  of  soda... 
Grocery  products 


6 

23 


35, 000  1942 

8, 250  1942 


do 


31 


36,475 


1942 


Lithographing 

Cranb(Tries. 

Farm  produce. 

Brick - 

Glazing  supplies 

Army  hats  and  caps 

Fish 

Beer 

Hydraulic  storage  systems.. 

Flooring 

Soap  products 

Waxed  paper 

Hams 

Magnesium  alloys 

do - 

do._ 

Fish. 

Canned  foods 

Plaster— gypsum 

Advertising 

Flooring.. 

Computer  pumps 

Laundry 

Bread 

Laundry 

Farm  produce 

Asphalt- - 

Explosives 


43 

11 

27 

71 

10 

34 

33 

51 

9 

3 

6 

106 

1 

11 

6 

8 

15 

43 

2 

16 
14 


128,  300 

32.000 

42.000 
50, 650 

5, 750 

48.000 

20. 500 
33,  798 

42.000 
1,350 

60.000 

121, 1^ 

1,000 

104,993 

15.003 

20. 003 
4,875 

90.500 
3,000 

80,000 

11,635 


1942 

1942 

1942 

1942 

1942 

1942 

1942 

1942 

1942 

1942 

1942 

1942 

1942 

1942 

1942 

1942 

1943 
1943 
1943 
1943 
1943 


10 

17 

10 

45 

22 

7 

4 

16 


27,500 

20,000 

17.000 
51,950 
35,  250 

11.000 

30.000 

33.000 


1943 

1943 

1943 

1943 

1943 

1943 

1943 

1943 
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Title 


XJ.  S.  V.  Sheffield  Farms  Co- 

17.  S.  y.  P.  G.  Buser  Silk  Corp.. 

XJ.  S.  V.  The  Tannin  Corp 

XJ.  S.  y.  California  Fruit  Growers  Exchange 

U.  S.  V.  Westinghouse  Eke.  Supply  Co 

XJ.  S.  y.  Linen  Supply  Assn,  of  Gr.  N.  Y 

XJ.  S.  y.  Evaporated  Milk  Assn.  

XJ.  S.  y.  National  Unit  Distributors  *2 

U.  S.  V.  Associated  Plumbing  dc  Heating  Mer- 
chants. 

U.  S.  V.  Colorado  Wholesale  Wine  dc  Liquor 
Dealers  Association.^^ 

U.  S.  V.  Halibut  Liver  Oil  Producers 

U.  S.  y.  Glen  Alden  Coal  Co 

U.  S.  V.  Kraft  Cheese  Co... 

U.  S.  y.  Kraft  Cheese  Co 

U.  S.  y.  Gr.AdiP  Tea  Co 

U.  S.  V.  California  Cotton  Mills  Co 

XT.  S.  V.  Barre  Granite  Association 

C7.  5.  V.  Affiliated  Ladies  Apparel  Carriers  Asso- 
ciation. 

U.  S.  y.  Cloak  dc  Suit  Trucking  Association 

U.  S.  V.  Central  Supply  Co.‘< 

U.  S.  V.  Allegheny  Ludlum  Steel  Corp 

U.  S.  y.  Fruit  dc  Produce  Trade  Association  of 
New  York. 

U.  S.  V.  Canned  Pea  Marketing  Institute 

U.  S.  V.  E.  I.  du  Pont  de  Nemours 

C7.  S.  V.  Victor  Chemical  Works... 

U.  S.  V.  E.  I.  du  Pont  de  Nemours 

U.  S.  y.  E.  I.  du  Pont  de  Nemours 

U.  S.  V.  Mutual  Chemical  Co... 

U.  S.  V.  Monsanto  Chemical  CoJ^ 

V.  S.  V.  Borax  Consolidated 

C7.  S.  V.  Ice  Refrigeration  Co. 

U.  S.  V.  General  Chemical  Co 

U.  S.  y.  Washington  Culvert  dc  Pipe  Co 

U.  S.  V.  American  Surgical  Trade  Association... 

U.  S.  y.  Allied  Chemical  dc  Dye 

U.  S.  V.  Bemis  Bros.  Bag 

U.  S.  y.  Association  Limb  Mfgrs 

U.  S.  V.  American  Brass  Co 

U.  S.  y.  American  Brass  Co 

U.  S.  V.  Elgin  Watch  Co.^* . 

U.  S.  V.  National  Wholesale  Druggists  Associa- 
tion. 


Industry 

Num- 
ber of 
defend- 
ants 
fined 

Fines 

imposed 

Year 

fine 

im- 

posed 

Milk 

6 

$25,000 

41,000 

59,003 

1943 

Ribbon  products 

15 

1943 

Medicine  bark 

7 

1943 

Citrus  fruit 

16 

80,000 

45,003 

56,500 

1943 

Refrigerators 

41 

1943 

Laundry 

37 

1943 

Evaporated  milk 

26 

78,500 

1943 

Chinaware 

3 

11,000 

11,500 

1913 

1943 

1 Plumbing  and  heating 

19 

equipment. 

Alcoholic  beverage 

64 

128,300 

1944 

Vitamin  oil 

8 

6,  750 

1944 

Coal 

28 

61,000 

1944 

Cheese 

9 

30,000 

1944 

. ...do .. 

4 

12,000 

16,000 

1944 

1944 

Bread.. 

4 

Rope  and  twine 

5 

5,500 

1944 

Granite 

59 

75,000 

1944 

Dress  delivery  services 

9 

48,000 

1944 

Cloak  and  suit  delivery 

2 

10,000 

1944 

Plumbing  supplies 

1 

2,000 

1945 

Patents— steel 

24 

240,000 

1945 

Trucking— fruits  and  vege- 

39 

63,000 

1945 

tables. 

Canned  peas 

16 

42,500 

1945 

Chemicals 

4 

20,000 

1945 

do 

4 

15.000 
22,500 

20.000 
20,000 
20,000 

153,500 

1945 

1945 

1945 

1945 

1945 

1945 

do  - - -- 

5 

do 

4 

do 

4 

do....  . 

12 

Borax 

17 

Ice 

27 

125,000 

1945 

Laboratory  chemicals 

8 

52,500 

1945 

Culverts — metal .. 

13 

40,  450 

1946 

Surgical  supplies. 

25 

17,000 

1946 

Dyestuffs 

15 

111,000 

1946 

Open-mesh  bags 

6 

18,000 

1946 

Artificial  limbs 

71 

66,600 

1946 

Flexible  metal  tubing 

8 

30,500 

1946 

.do - . 

8 

30,500 

5,000 

1946 

1946 

Watches 

1 

Drugs 

24 

87,000 

1946 

* Reversed. 

2 Fines  imposed  for  contempt  of  consent  decree. 

2 $1,950  reversed;  balance  remitted  by  president. 

* $500  reversed. 

* $5,250  suspended. 

* $10,000  reversed. 

2 Fines  imposed  for  contempt  of  decree  in  U.  S.  v.  National  Retail  Credit  Association, 

" $3,000  reversed. 

® On  appeal. 

1®  Execution  of  fines  permanently  stayed  upon  defendant  complying  with  terms  of  consent  decree. 
‘2  $14,021  suspended. 

*2  $4,000  suspended. 

$3,000  suspended. 

Pending. 

‘8  Sentences  of  2 defendants  suspended. 

$16,000  suspended. 

$5,500  suspended. 

$7,000  suspended. 

*8  $10,500  suspended. 

2®  $8,000  suspended. 

21  $3,000  suspended;  jail  sentence  for  2 deferments  suspended  on  payment  of  fine. 

*2  $5,000  suspended. 
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Appendix  C 


Analyses  of  fines  imposed  under  Federal  antitrust  law,  July  1890-July  1946 


Title 

Trial 

Guilty 

plea 

Nolo  con- 
tendere 
plea 

U.  S.  V,  Moore 

1 «9nn 

17.  jS.  V.  Federal  Salt  Co 

nnn 

U.  S.  V.  Amsden  Lumber  Co 

9 nnn 

U.  S.  Y.  AlacAndrews  <5e  Forbes  Co 

18,000 

1,000 

U.  S.  V.  Phoenix  Wholesale  Meat  <fr  Produce  Co 

U,  S.  V.  Atlantic  Investment  Co  . 

nnn 

1/.  S,  V,  American  Seating  Co 

vin 

U,  S.  V.  Santa  Rita  Store  Co.  & Santa  Rita  Minina  Co 

12,000 

U.  S.  V.  National  Umbrella  Frame  Co 

3 000 

U.  S.  Y.  Union  Pacific  Coal  Co..  . 
U.  S.  V.  Simmons 

* 13,000 

265 

U.  S,  V.  Parks 

U.  S.  V,  Albia  Box  ds  Paver  Co.  . . 

110 

54,000 

nnn 

U.  S.  V.  Steers... 

3 500 

U,  S.  V.  Imperial  Window  Olass  Co 

tin  AAA 

V.  S.  V,  So.  Wholesale  Grocers'  Association  * 

5,500 

VAAi 

U.  S.Y.  Patten 

4,000 

U.  S.  V.  Thompson... 

U.  S.  V,  John  Reardon  & Sons  Co. 

lo,  UOU 

Q AAA 

U.  S.  V.  Standard  Sanitary  Mfa.  Co 

U.  S.  Y.  Oeer  

51, 007 

17.  S.  Y.  Mhitina 

500 

16,000 

U.  S.  V.  Palmer... 

U.  S.  V.  Hunter  MiUina  Co 

2,000 

2,000 

loX,  JUU 

U.  S.  V.  Nat'l  Cash  Register  Co.* 

V.  S.  Y.  New  Departure  Mfa.  Co  .. 

7A  nnn 

U,  s.  Y.  North  Pacific  Wharves  de  Tradina 

8,500 

19,500 

0,  ouu 

U.  S.  Y,  Pacific  & Ardic  Ry.  ds  Naviaation  Co... 

U.  S.Y.  Patterson 

»5,000 

17.  5,  V.  Page. 

8, 450 

U.  S.  V.  Knauer 

8, 500 

C7.  S.  V.  American  Wringer  Co 

U.  S.  Y.  Booth  Fisheries 

C7.  iS.  V.  Collins 

lo,  UUU 

U.  S.Y.  McCoach... 

U.  S.  Y.  Irving.. 

7,250 

3,500 

0,  ^DO 

U.  S.  Y.  King 

U.  S.Y.  Boyle 

2,  600 
20,000 

2,000 

17.  S.  V.  Feeney 

6,000 

t7.  S.  V,  Bovv 

20,000 

7,600 

U.  S.Y.  CoweU 

17,500 
7,  500 

U.  S.  V.  Jensen  Creamery  Co 

C7.  S.  Y.  Mead 

1 1 AAA 

U.  S.  Y.  Chicago  Mosaic  dc  Tiling  Co 

7,500 

U.  S.  V.  M.  F*iowaty  de  Son 

1 OCA 

V.  S.  Y.  Nat’l  Retail  Monument  Dealers  Assn 

^ f 

A 

U.  S.Y.  Belfi 

»9,000 

U.  S.  V.  Sumatra  Purchasina  Corn 

Ols  AAA 

U.  S.  V.  Alphons  Custodis  Chimney  Construdion  Co 

Ifl  99A 

U.  S.  V.  Goodwin-Gallagher  Sand  i Gravel  Corn 

40.000 

20.000 
122,000 

U.  S.  Y.  Clow  dc  Sons 

U.  S.  Y.  Alexander  de  Reid  Co 

U.  S.  Y.  Andrews  Lumber  de  Mill  Co 

58, 300 

U.  S.  Y.  Atlantic  Terra  Cotta  Co 

51,000 

13,500 

U.  S.  Y.  American  Terra  Cotta  de  Ceramic  Co 

1 (W) 

U.  S.  Y.  Trenton  Potteries 

169,000 

10,000 

12,500 

<BJ\J 

U.  S.  Y.  Clements 

U.  S.  Y.  Williams 

17.  iS.  V.  Harvel 

50 

U.  S.  Y.  Reilley 

13,000 

U.  S.  Y.  Nat'l  Malleable  de  Steel  Castings  Co 

5,500 
37,300  . 
Afi  nnn 

991 

U.  S.  Y.  Lindsley  Pros.  Co 

U.  S.Y,  Cove 

U.  S.  Y.  Baker 

176.000  . 

209.000  . 
1 nnn 

X,  UUU 

U.  S.  Y.  Brown  

17.  5.  V,  Berkey  de  Qay  Furniture  Co...  ... 

ORA 

U.  S.  Y.  Aulsbrook  de  Jones  Furniture  Co 

2,000 
.‘^1  nnn 

a 

U.  S.  V.  Lay  Fish  Co 

U.  S.  Y.  Shreve,  Treat  and  Eacrei...  . 

9A  0^ 

U.  S.  V.  Amer.  Agr'l  Chemical  Co 

on 

U.  S.  V.  Allied  Cleaners  & Dyers  of  Seattle  ... 

7^ 

U.  S.  Y.  Baumgartner 

* 20  010 

4 

17.  S,  V,  Berger  Mfg.  Co 

10,850  . 

See  footnotes  at  end  of  table,  p.  265. 
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Analyses  of  fines  imposed  under  Federal  antitrust  law,  July  1890-July  1946  Con. 


Title 


Trial 


Guilty 

plea 


Nolo  con- 
tendere 
plea 


18,000 


9,000 


4,000 


S V Me  ers  — $10,000 

v\  S.  v!  PreSeT  h,lwVoWLi:VPoi^^^  of  Commerce - * $40, 650  

U.  S,  V.  Ludowici-Celadon  Co ^ 

U.  S.  V.  Mercer — - i 000 

17.  S.  V.  Union  Pacijic  Produce  Co - - * 

17.  S.  V.  Nevada  Northern  Py.  Co "ift'w’ 

U.  S.  V.  Fish  Credit  Association,  Inc - - - ^ ™ 

U.  S.  V.  Protective  Fur  Dressers  Corp. - - ^ ™ 

17.  S.  V.  Fur  Dressers  Factor  Corp 

U.  S,  V.  United  Sea  Food  Workers  Union - 

t7.  S,  V,  Lockwood  & Winant 

U.  S.  V.  MulSe  * OCA  AAA 

U.S.v.  Oramlich aVooo 

17.  S,  V.  Standard  Oi7  — ’ 

U.  S.  V.  Socony^Vacuum  Oil  Co 

C7  S.y.  Dairymen*s  Association^  Ltd,,. — -v; ^r'~ I i nnn 

U.S.y.  Local  gOiU,  Wine,  Liquor  & DistMery  Workers  Unton ’ 

U.  S,  V.  Oeneral  Motors  CorpJ - - - iju.uuu  

U.  S.  V.  Engineering  Survey  <fe  Audit  Co - | 

U.  S,  V,  Sheet  Metal  Association - *| 

U.  S.  V,  Southern  Pine  Association....... - - h- 

U.  S,  V.  Long  Island  Sand  ds  Oravel  Producers  Assn 

U.  S,  V.  Bausch  & Lomb  Optical  Co - 

U S Y.  Needle  Trades  Workers  Industrial  UmonL..,. - 

U S.  V.  Local  807,  International  Brotherhood  of  Teamsters wu  | 

U,  S.  Y.  St.  Louis  Tile  Contractors  Association  * - -'| 

U,  S.  V.  Mosaic  Tile  Company  • - - - | 

17.  S.  Y,  National  Container  Association. |-- 

U.  S.  V.  Southern  California^Marble  Association  |-- 

u\  S.  Y.  American  Optical  Company  “ - - - | 

U.  S.  Y.  Wellington  Sears  Company | 

U.  S.  Y.  Joseph  E.  Sirrine - | 

U.  S.  V.  American  Seating  Company - | 

U.  S.  V.  Arthur  Morgan  Trucking... - | 

C7.  S.  V.  Barney  Balaban  71sV"''l 

U.  S.Y.  Chattanooga  News- Free  Press - | 

17.  S.  V.  Socony  Vacuum  Oil 

U.  S.  Y.  Cadillac  Electric  Supply  Company - |-- 

17.  S.  V.  American  Optical  Company - -"I 

U,  S.  V.  American  Optical  Company - 1 

17.  S.  V.  Olass  Cantradofs  Association - | 

U.  S.  V.  Oeneral  Petroleum  Corporation,.....- - 1- 

U.  S.  V.  Western  Pine  Association  of  California | 

U S.  Y.  E.  L.  Bruce  Company — - - - 

U.S.Y.  Harbor  Distrid  Lumber  Dealers  Association  - | 

U.  S.  V.  Redwood  Lunch  Club.. - v 

U.  S.  V.  American  ^cidy  of  Composers,  Authors,  and  Publishers — | 

u\  S.  Y.  American  Colloid  Company — - | 

U.  S.  V,  West  Coast  Lumbermen's  Association - 1 

U S V.  Associated  Marble  Companies - - 

U S,  V.  National  Retail  Lumber  Dealers  Association... - - 

u\  S.  V.  Crown- Zellerbach  Corporation - | 

U.  S,  V,  Food  Distributors  Association - | 

U.  S,Y,  Southwestern  Woodwork  Association - 2'^'\ 

17.  S.  V.  American  Medical  Association | 

U.  S.  V.  Standard  Oil  (Indiana) 1 

U.  S,  V.  Standard  Oil  (Indiana) - 1 

U.  S,  V.  Eli  Lilly  Company | 

U.  S.  V,  American  Refradories  Institute. 

17  S.  V.  Contrading  Plasterers  Association  of  Long  Beach -|— 

U.  S.  Y.  Mountain  States  Lumber  I 

C7.  S.  Y.  Harbor  Distrid  Chapter  National  Eledrtcal  Co/ifracfor  s Association 

U.  S.  Y.  Santa  Barbara  County  Chapter  Nation^  Eledrtcal  Contrador  s 

Association — - - r-- — 

U.  S.  V.  Battery  Srparafor  Mfgrs.  Association  

U.  S.  Y.  Heating,  Piping  & Air  Conditioning  Contrador  s Association 1 

U,  S.  Y.  Alba  Pharmaceutical  Company 

U.  S.  V.  W.  P.  Fuller  dc  Company  | 

U.  S.  V.  Corning  Glass  Works - - | 

U.  S.  V.  Monterey  Sardine  Industries 

17.  S.  V.  IV.  C.  Bell  Services | 

U.  S.  V.  Central  Die  Casting  <fe  Mfg.  Co. - - - 

U.  S.  V.  Wheeling  Tile  Company  - | 

C7.  S.  Y.  Connedkut  Food  Council - - 

U,  S.  V.  Utah  Products  Association - | 

U.  S.  V.  California  Rice  Industry | 

C7.  S.  V.  Schering  Corporation 


$5,000 


12,000 


5,000 

375,000 

4,500 


6,000 

1,000 

12,000 

50.000 

40.000 


20,011 
20, 021 
14,000 

14.000 

54.000 
23,500 

500 

28,033 

12.006 

10.000 


32.500 
39. 262 

45.000 

20.500 
31,003 

84.500 

80.500 
8,250 

14.000 

20.000 
35.250 

29.000 

106.500 
10, 202 
60, 970 

30.000 
53,300 
31, 450 


14.500 

35.500 

19.500 

39.000 
7, 512 

20,405 

11.000 

76.500 

11,000 
20.010 
10, 044 
26,000 

16.500 

47.000 
6,000 
9, 550 

23.000 
62, 017 

32.500 
9,000 

33.000 

24.000 


See  footnotes  at  end  of  table,  p.  265. 
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Analyses  of  fines  imposed  under  Federal  antitrust  law,  July  1890~July  1946-Con 


Title 


Trial 


Guilty 

plea 


N olo  c( 
tendei 
plea 


V,  V.  Ciba  PhaTmacetUical  PTodmts 

Tt  o Weltzien  & Shering  Cotv  

y .V  V.  Hoche^Organon  Inc.  & Elmer  H.  

K'  Tobacco  Comvanv  

TT  Baking  Company...' 

y.  S.  V.  Ideal  Cement  Company  

Vi  f'  Compani 

Vi  f*  D Company  

G.  Brooker  Engineering  Company  w 

Vi  o ' ■ Fertilizer  Association  

U S.  V.  Standard  Oil  Company  (New  Jersey)" 

Yi  %■ & Grocery  Bureau  of  Southern  CalifSrnin  'ii 

C-  S.  V.  Cnton  Hardware  & Metal  ’■‘jormu  

U.  S.  V.  Beckley-Cardy  Company  

y.  6.  V.  Southern  California  Gas  

a s. 

Vi  o’  Creamery  Company 

y.  b.  V.  Friehafer  Baking  Company  . 

TT  \ ein  Slate  Company  

u.  V.  American  Air  Filter  

g:  I 

fr  Vv  ^hmidt  Lithograph  Company  

Sc*  Packing  Company  

G.  V.  Cranberry  Canners,  Inc  

Vr  o Exchange  of  Los  Angeliiii 

y.  S V.  \ trotnia  Caroline  CUivs  3>  

y.  V.  Glaze^Rite  Company  

U,  S.  V.  Empire  Hat  & Cap  Mfg'cd~i% 

Cj  S.  V,  Seattle  Fish  Exchange 

U.  S.  V.  XVashington  Brewers  Institute 

U.  S.  V.  Agra  Systems,  Inc  

U.  S.  V.  Kelly-Coodwin  Hardware  Co 

(/.  S.  V.  Procter  & Gamble  Co  

y.  S.  V.  American  Waxed  Paper'AVsociatTon 

U.  b.  V.  Aluminum  Company  

U.  S.  V.  American  Magnesium  Compdnyi^'~'' 

U.  S.  V.  Dow  Chemical  Company  

TT*  S*  Columbia  Hirer  Packers  Association  2< 

y b.  V.  Canners  League  of  California  

1 1 v':  SrCSSiSt”  -/Si 

Vi  %'  I'  ^^^9!  Contractors  k'^odai/on  

St*  ^*  ^hne  Pump  Company 

Vi  %'  I’  \HewJeisVy) 

Vt  o X*  Association  of  Greater  New  York  

y.  S.  V.  Aew  England  Bakers  Association  

Vi  w I’  Associatim  of  GreaTerNewYoVk 

y b.  V.  Produce  Exchange  of  Los  Angeles  25  - - 

U.  S.  V.  Hiram  W.  Evans 

Vi  f'  NemdiirsA'cSl 

U.  S.  V.  Sheffield  Farms  Company  

y,  S.  V.  R.  Q.  Buser  Silk  Corp  

U.  S.  V.  Tannin  Corporation  — 

Vr  S*  Fruit  Growers' Exchanie 

Vr  o*  *^*  ^y^^^mhouse  Electric  Supply  Co  

Vi  o S^i^pply  Association  of  Greater  New  ' York 

Vr'  o’  Milk  Association  2«_ • 

U.  S,  V.  National  Unit  Distributors  2^ 

U S.  V.  Associated  Plumbing  & YleaiinfMerVhanfs'  

V.  I;  v!  SaZtiK" DealersXiatUn^iY-- 

U.  I;  V.- 

U.  S.  V.  Kraft  Cheese  Company 

Vr  o*  ^*  ^ CompanyV.ll  

y.  S.  V.  California  Cotton  Mills  Co  

C/.  S.  V.  Barre  Granite  Associatim  

U f V CaTrVeTTAVsodatron:::'. 

Cloak^  & Suit  Trucking  Association  

Vr  o Ludlum  Steel  Corp 

o’  X’  4 Produce  Trade  Association  ofNdwYork 

y S.  V.  Omwerf  Pea  Marketing  Institute.......  - 

rr’  o*  Vi'  Pont  de  Nemours 

U,  S.  V.  E.  I.  du  Pont  de  Nemours 


$255,  000 


37,500 


6, 000 


36, 475 


11, 500 


6,  750 


$5,  750 


$18,000 
6, 000 
6, 000 


13. 000 

15.000 
11 

7,  007 
32,500 
250, 852 

50.000 


44.500 
4, 000 

54, 000 

48.500 

10.  000 


72,500 
2,000 
88,  000 
16. 800 
8,  250 


35.000 
128, 300 

1,000 

32.000 

42.000 
50. 650 


48.000 

20.500 
33,  798 

42.000 
1,350 

60.000 
121,125 
104,  993 

15. 003 

20. 003 
4, 875 

90.500 
3,000 

80,000 

11,635 

27.500 

20,000 

17.000 
51,950 
35,250 

11.000 

30.000 

33.000 

25.000 

41.000 

59. 003 

80.000 

45. 003 

56.500 

78.500 

11,000 


128, 300 


61,000 

30.000 

12.000 

16,000 

6,500 

75.000 

48. 000 

10.000 

240,000 

63.000 

42.500 

20.000 

22.500 


See  footnotes  at  end  of  table,  p.  265. 


ECONOMIC  CONCENTRATION  AND  MONOPOLY  265 


xXuolyses  of  fines  imposed  under  Federal  antitrust  law,  July  1890— July  19Jf6  Con. 


Title 

1 

Trial 

Guilty 

plea 

Nolo  con- 
tendere 
plea 

1 

$20,000 

15,000 

20,000 

20,000 

153,500 

7,500 

125,000 

52,500 

40, 450 

17,000 

111,000 

18,000 

$66,200 

66,600 

30.500 

30,500 

87.000 

j (_/.  o.  V.  i\atw/ial  ly  Uu/esuit  jJtuggisis  jrxssotuiiiuu — ---  — 

5,000 

13,000 

! 

J Reversed. 

* Contempt  proceeding. 

5 $500  reversed. 

* $5,250  suspended. 

5 $10,000  reversed. 

6 $3,000  reversed. 

9 Fme^^rmanently  stayed  upon  defendants  complying  with  consent  decree. 

» $14,021  suspended. 

$4,000  suspended, 
u $3,000  suspended. 

n Fines  imposed  for  contempt  of  consent  decree. 

« $0.03. 

1*  Pending  as  to  some  defendants. 

15  Jail  sentence  of  2 defendants  suspended. 

16  $15,000  suspended. 

11'  Some  defendants  pleaded  nolo  contendere. 

16  $5,500  suspended. 
i»  $1,500  suspended. 

20  One  defendant  guilty. 

21  $7,000  suspended. 

22  One  defendant  guilty. 

23  $10,500  suspended. 

2*  Labor  Union  not  guilty. 

26  sus^nded;  jail  sentence  for  2 defendants  to  be  susi^ended  upon  payment  of  fine. 

27  $5,000  suspended.  , ^ . 

*9  2 defendants  sentenced  to  4 months;  sentence  suspended. 

20  $39,400  suspended;  on  appeal. 


I 


\ 

I 


1 
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Name  of  case 


U.  S.  V.  Otis  Elemtor  Co 

S.  V.  Soitihern  Wholesale  Grocers' 

Associfition. 

V.  S.  V.  American  Sugar  Refining  Co... 

V.  S.  V.  General  Electric  Co.. 

V,  5.  V.  ITarwick 

U.  S.  V.  Colorado  & U j/oming  Lumber 
Dealers'  Association. 

XJ.  S.  V.  National  Cash  Register  Co 


U.  S.  V.  Pacific  Coast  Plumbing  Supply 
Association. 

V.  S.  V.  Aluminum  Co.  of  America 

U.  S,  V.  Central-West  Publishing  Co 

U.  S.  V.  Master  Horseshoers'  National 
Protective  Association. 

V.  S.  V.  Philadelphia  Jobbing  Confec- 
tioners' Association. 

U.  S.  V.  Elgin  Board  of  Trade 

U.  S.  V.  Krentler-Arnold  Hinge  Last  Co 
U.  S.  V.  Cleveland  Stone  Co 

U.  S.  y.  International  Drotherhood'of 
Electrical  Workers. 

V.  S.  V.  American  Thread  Co 


Var.  7. 1W)6 
June  9, 1910 

Nov.  28, 1910 


17.  S.  V.  Burroughs  Adding  Machine  Co.. 

U.  S.  V.  American  Coal  Products  Co 

U.  S.  V.  New  Departure  Mfg.  Co 

U.  S.  V.  American  Telephone  & Tele- 
graph Co. 

V.  S.  V.  National  Wholesale  Jewelers' 
Association. 

V.  S.  V.  New  York,  New  flatten  4r 
Hartford  R.  R.  Co. 

U.  S.  V.  Bowser  Co 

S.  V.  National  Association  of  Master 
Plumbers. 

U.  S.  V.  Kluge 

U.  S.  V.  Paris  Medicine  Co... 

U.  S.  V.  Mead  y 

U.  S.  V.  Discher 


U.  S V,  Booth  Fisheries  Co. 
U.  S.  V.  Interlaken  Mills... 


V.  S.  V.  Victor  Talking  Machine  Co  ... 
H.  S.  V.  BHton  Export  & Tridim  Corp 

U.  S.  V.  American  Cone  <fe  Wafer  Co 

17.  S.  V.  Western  Cantaloupe  Exchange.. 

V.  S,y.  Klaxon  Horn  Co 

U,  S.  V.  American  Association  of  Whole- 
sale Opticians. 

U.  S.  V.  Ironite  Co 

U.  S.  V.  Swift  (&  Company 


Mar.  3.1911 
Aug.  31,1911 
Sept.  25, 1911 

Pec.  4.1911 


Dec.  18. 1911 

May  16. 1912 

Aug.  3,  1912 

Dec.  12. 1912 

Dec.  13, 1912 

Doc.  14,1912 
Feb.  7. 1913 
Feb.  12.1913 
Feb.  24.1913 

Mar.  3.1913 

do 

do 

"'^av  27, 1913 
July  24. 1913 

Nov.  18. 1913 

July  23.  1914 

June  10.1915 
May  19,1917 

Oct.  8. 1917 
Nov.  12. 1917 
Nov.  26. 1917 
Dec.  4. 1917 

Mar.  13, 1918 
Apr.  15  1918 


June 

1. 1906 

Oct. 

17, 1911 

May 

9, 1922 

Oct. 

12. 1911 

Dec. 

4. 1917 

Dec. 

29, 1917 

Feb. 

1. 1916 

Jan. 

6, 1912 

June 

7, 1912 

Aug. 

3, 1912 

1914;  1916 

Feb. 

17. 1913 

Apr. 

27, 1914 

Feb. 

7,  1913 

Feb. 

11. 1916 

Feb. 

27, 1914 

June 

2, 1914 

Mar. 

3, 1913 

Mar. 

4. 1913 

May 

27, 1913 

Further  action 


Contempt  proceedings;  found 
guilty  and  fined  $5,500,  1913. 
Modified  to  permit  acquisition 
of  another  company,  1927. 


Contempt  proceedings,  1925;  1 
defendant  found  guilty  and 
fined  $2,000,  1928;  modified  to 
permit  acquisition  of  2 com- 
panies, 1929  and  1931. 

Modified  to  permit  acquisition 
of  company,  1922. 

Modified  to  permit  sale  of  com- 
pany’s assets,  1917. 


Mar.  26, 1914 

Jan.  30,1914 

Oct.  17,1914 

June  10, 1915 
May  19, 1917 

Oct.  8. 1917 
Nov.  13, 1917 
Nov.  26,1917 
Dec.  4. 1917 

Mar.  13. 1018 
Apr.  15,1918 


Modified  to  permit  compliance 
with  NRA  Code,  1933. 
Moaified  to  permit  acquisition 
of  German  concern,  1922. 


Modified  to  permit  consolidation 
of  2 telephone  exchanges,  1914. 

Modified  sev^eral  times. 


U.  S.  V.  Sumatra  Purchasing  Corp. 
XJ.  S.  V.  Barbers'  Supply  Dealers.. 


XJ.  S.  V.  California  Associated  Raisin  Co. 
XJ.  S.  V.  Albany  Chemical  Co.. 

U.  9.  V.  Ooodwin-Gallahger  Sand  dc 
Gravel  Corp. 

XJ.  S,  V.  Miller 

U.  S.  V.  Corrugated  Paper  Mfrs.  Asso- 
ciation. 

U.  S.  V.  Kern 

XJ.  S.  V.  American  Coated  Paper  Co..'.l. 


V^av  3.191.8 
T”ne  ^8  top 
July  31,1918 
Nov.  9, 1918 
Dec.  8, 1918 
Dec.  12,1919 

Dec.  17,1919 
Feb.  27,1920 


Apr. 

13, 1920 

May 

7, 1920 

Sept. 

8. 1920 

Jan. 

10, 1921 

Jan. 

18, 1921 

Jan. 

28, 1921 

Feb. 

2, 1921 

Mar. 

8, 1921 

Mar. 

14, 1921 

May 

jMne 

Aug. 

Nov. 

Dec. 

Dec. 


3, 1918 
28.  1918 

3. 1918 

9. 1918 

8. 1918 
12,1919 


Defendants’  motion  for  modifi- 
cation denied,  1919. 

Modified,  1919;  also  1934,  to  per- 
mit compliance  with  NRA 
Code. 


Mar.  — , 1920 
Feb.  27,1920 


Apr.  13,1920 
May  7, 1920 

Jan.  18,1922 
Jan.  10,1921 
Jan.  18,1921 

Jan.  28,1921 
Feb.  2, 1921 

Mar.  8,1921 
Mar.  14,1921 


Modified  to  permit  compliance 
with  NRA  Code,  1934. 

Litigation  from  1920-32;  defend- 
ants’ efforts  to  have  decree 
vacated  or  modified  unsuccess- 
ful; Qovemmentforced  disposal 
of  Libby  McNeill  stock,  1939. 

Modified  to  permit  compliance 
with  NRA  Code,  1934. 


Consent  decrees  entered  under  Federal  antitrust  law,  July  1890-July  1946— Cov. 


Name  of  ca.se 


XJ.  S.  V.  American  Lithographic  Co 

17.  S.  V.  Tile  Mfrs.'  Credit  Association 

XJ.  S.  V.  National  Enameling  Stamp- 
ing Co. 

XJ.  S.  V.  Bricklayers',  Masons'  & Plas- 
terers' International  XJnion. 

XJ.  S.  V.  Wkkwire  Spencer  Steel  Corp 

XJ.  S.  V.  Gypsum  Industries  Association... 

XJ.  S.  V.  Live  Poultry  Dealers'  Protective 
Association. 

XJ.  S.  V.  California  Wholesale  Grocers' 
Association. 

XJ.  S.  V.  XJtah-Idaho  Wholesale  Grocers' 
Assocation. 

XJ.  S.  V.  Wheeler-Osgood  Co 

XJ.  S.  V.  Seattle  Produce  Association 

XJ.  S.  V.  Oregon  Wholesale  Grocers'  .Amo- 
ciation. 

U.  S.  V.  National  Peanut  Cleaners  dc 
Shelters  Association. 

U.  S.y.  Tanners  Products  Co 


XJ.  S.y.  Porcelain  Appliance  Corp 

U.  S.  V.  Flower  Producers  Cooperative 
Association. 

XJ,  S.  V.  Ward  Food  Products  Corp. 

U.  S.  V.  Nat'l  Food  Products  Corp 

XJ.  S.  V.  Noland  Company,  Inc 

XJ.  S.  V.  Leibner  & Company 

XJ.  S.  V.  Lay  Fish  Company 

XJ.  S.  V.  ^uthern  Hardvjare  Jobbers' 
Association. 


V.  S.  V.  Rand  Kardex  Bureau 

XJ.  S.  V.  Eighteen  Karat  Club 

U.  5f.  V.  American  Amusement  Ticket 
Mfrs.  Association. 

U.  S.  V.  California  Retail  Hardware  de 
Implement  Association. 

XJ.  S.  V.  National  Gum  & Mica  Co. 

V.  S.  V.  National  Hat  Frame  Association, 
Inc. 

XJ.  S.  V.  Northwest  Shoe  Finders  Credit 
Bureau. 

XJ.  S.  V.  Deutsches  Kalisyndikat  Gesells- 
chaft. 

XJ.  S.  V.  Richmond  Distributing  Corp 

U.  S.  V.  Gillette  Safety  Razor  Co 

XJ.  S.  V.  Maine  Co-Operative  ^rdine  Co. 

XJ.  S.  V.  Columbus  Confectioners'  Associ- 
ation. 

XJ.  S.  V.  The  Fernald  Co.  dc  Soule  Steele 
Company. 


Date  insti- 

Decree 

tuted 

entered 

1 

Mar, 

. 26, 1921 

Mar. 

, 26, 1921 

Jan. 

10, 1922 

Nov. 

, 26,1923 

Feb. 

14, 1922 

Feb. 

14, 1922 

Feb. 

28, 1922 

Feb. 

28, 1922 

Mar. 

20, 1922 

Mar. 

20, 1922 

Dec. 

27, 1922 

Dec. 

27, 1922 

Jan. 

18, 1924 

Dec. 

15, 1925 

Apr. 

2,1924 

May 

5, 1926 

Apr. 

9, 1924 

Sept. 

27, 1926 

May 

5,1924 

June 

18, 1925 

July 

18,1924 

Mar. 

21,1925 

Sept. 

29, 1924 

June 

4, 1926 

Jan. 

5, 1925 

June 

15, 1925 

June 

11, 1925 

Oct. 

3, 1927 

Oct. 

16, 1925 

Feb. 

25, 1930 

Dec. 

15, 1925 

Jan. 

15, 1926 

Feb. 

8,1926 

Apr. 

3, 1926 

Feb. 

13, 1926 

Mar. 

4, 1926 

Apr. 

13, 1926 

June 

2, 1926 

July 

2,1926 

July 

2, 1926 

May 

12. 1926 

May 

32, 1926 

Aug. 

9, 1926 

Aug. 

12, 1926 

Oct. 

21,1926 

Dec. 

9, 1926 

Nov. 

24. 1926 

May 

4,1927 

Dec. 

16, 1926 

Dec. 

30, 1926 

Feb. 

4,1927 

May 

12, 1927 

Feb. 

18, 1927 

May 

27, 1927 

Feb. 

23,1927 

Alar. 

22, 1927 

Mar. 

29,1927 

Jan. 

11,1928 

U.  S.  V.  Amsterdamsche  Chininefabriek.. 

U.  S.  V.  Great  Lakes  Steamship  Co 

U.  S.  V.  Candy  Supply  Co.. 

(7.  S.  V.  General  Outdoor  Advertising  Co. 

XJ,  S.  V.  Barnard  & Co. 

XJ.  S,  V.  Confectioners'  Club  of  Baltimore. 

XJ.  S.  V.  Alden  Paper  Co 

U.  S.  V.  Balaban  d^  Katz  Corp 


17.  S.  V.  Motion  Picture  Theatre  Owners 
of  Oklahoma. 

U.  S.  V.  Bates  Valve  Bag  Corp 

XJ.  S.  V.  Evansville  Confectioners'  Asso- 
ciation. 

XJ,  S.  V.  Ludowici- Celadon  Co 

U.  S.  V.  Fox  Theatres  Corporation 

U.  S.  V.  Pittsburg- Erie  Saw  Co 

U,  S,  V.  Greater  N.  Y,  Live  Poultry 
Chamber  of  Commerce, 


Apr.  7, 1927 

Apr.  13,1927 
Aug.  4, 1927 
Oct.  4, 1927 
Nov.  4,1927 

Dec.  6, 1927 


Feb.  27,1929 

Apr.  13,1927 
Aug.  4, 1927 
Oct.  4, 1927 
Nov.  4,1927 

Dec.  6, 1927 


Mar  29  1928  20, 1928 

iviar.  29,1928  ijMar.  2,1929 

May  9, 1928 


Apr.  7, 1928 
June  8, 1928 
July  23,1928 
Aug.  8, 1928 
Sept.  14, 1928 
Oct.  1, 1928 
Dec.  15,1928 


Dec.  26,1928 

Jan.  4, 1929 
Feb.  21,1929 

Mar.  12,1929 
Nov.  27, 1929 
Dec.  23,1929 
Feb.  7, 1930 


June  8, 1928 
May  7,1929 
Aug.  8, 1928 
Jan.  3, 1930 
Feb.  6,1930 
Apr.  — , 1932 


Dec.  26,1928 

Jan.  30,1931 
Feb.  21,1929 

Mar.  18, 1929 
Apr.  15,1931 
Dec.  23,1929 
Nov.  — , 1931 


Modified  to  permit  exchange  of 
certain  information,  1926. 
Modified  to  permit  exchanges  of 
certain  information,  1928. 
Minor  modifications,  1924  and 
1927. 


Modified  to  permit  exchange  of 
certain  information.  1928. 


Modified  in  view  of  changed 
conditions,  1933;  also  in  1934  to 
permit  compliance  with  NRA 
Code:  decree  dissolved,  1939. 

Petition  for  suspension  of  decree 
in  light  of  NRA  dismissed. 


Order  construing  decree.  1927. 

Modified  to  permit  compliance 
with  NRA  Code,  1933;  also  to 
permit  defendants  to  take  ad- 
vantage of  Miller-Tyding 
amendment,  1937. 


Modified  to  permit  compliance 
with  NRA  Code,  1934. 


Modified  to  exclude  Columbia 
Picture*?  Corp.,  1932;  contempt 
proceedings,  1938. 


Supplemental  decree,  1931. 
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Name  of  case 


Date  insti- 
tuted 


Decree 

entered 


Further  action 


U.  S,  V.  Standard  Oil  Co.  of  California..  Feb.  15,1930  Sept.  15,1930 


U.  S.  V.  Foster  A Kleiser  Co  

17.  iS.  V,  Radio  Corporation  of  America 

V.  S.  V.  Painters'  District  Council  No, 
etc. 

U.  S.  V.  A.  B.  C.  Canning  Co 

C7.  jS.  V.  Wood  Institute y Inc 


V.  S.  V.  West  Coast  TkeatreSy  Inc 

U.  S.  V.  Bolt,  Nut  Sc  Rivet  Mfrs.  Asso- 
ciation. 

U.  S.y.  International  Biisiness  Machines 
Corp.  (Court  decree  entered  by  con- 
sent against  Remington  Rand,  Inc.) 

U.  S.  V.  Corn  Derivatives  Institute 

U.  S.  V,  Fox  West  Coast  Theatres. 

17.  jS.  V.  Millinery  Ouality  Guild,  Inc 

U.  S.  V.  National  Retail  Credit  A^jocio- 
tion. 


Apr.  20.1930  Mar.  13,1931 
May  13,1930  Nov.  21,1932 
June  10,1930  Dec.  31,1930 

June  12,1930  Jan.  16,1931 
June  27,1930  June  27,1930 

Aug.  21,1930  Aug.  21,1930 
Mar.  17,1931  Mar.  17,1931 

Mar.  26,1932  Jan.  29,1936 


Apr.  6,1932  Apr.  6,1932 
Nov.  16, 1932  Nov.  16, 1932 
Mar.  23, 1933  June  9, 1934 
June  12.1933  Oct.  6,1933 


Modified  to  permit  compliance 
with  NRA  Code,  1933. 

Modified,  1935. 


Modified  to  permit  compliance 
with  NRA  Code,  1933. 
Contempt  proceedings,  1939. 


17.  S.  v.  Kansas  City  Ice  Co June  5, 1934  June  5, 1934 

17.  S.  v.  Columbia  Gas  Sc  Electric  Corp..  Mar,  6, 1934  Jan.  29, 1936 


U.  S.  v.  Warner  Bros.  Pictures,  Inc 

U.  S.  v.  Textile  Refinishers  Association, 
Inc. 

XJ.  S.w.  Ox  Fibre  Brush  Co 

17.  S.  v.  Chrysler  Corporation,  et  al 

17.  5.  V.  Ford  Motor  Company,  etal 

V.  S.  V.  Wine,  Liquor  Sc  Distillery 
Workers  Union,  Local  et  al. 

U.  S.  V.  Imperial  Wood  Stick  Co,,  Inc., 
et  al. 

U.  S.  V.  Local  807  of  International 
Brotherhood  of  Teamsters,  Chauffeurs, 
Stablemen  Sc  Helpers  of  America. 

U.  S.  V.  Voluntary  Code  of  Heating 
Piping  Sc  Air  Conditioning  Industry 
for  Allegheny  County,  Pa. 

U.  S.  V.  Excavators  Administraim  Asso- 
ciation, Inc. 

U.S.w.  Plumbing  Sc  Heating  InduHries 
Administrative  Association,  Inc. 

17.  S.  V.  Union  Painters  Administrative 
Association. 

U.  S.  V.  New  Orleans  Chapter,  Associ- 
ated General  Contractors  of  America. 

U.  S.  V.  Half-Size  Dress  Guild,  Inc 

U.  S.  V.  Party  Dress  Guild,  Inc 

U.  S.  V.  Sheet  Metal  Association 

17.  S.  V.  Southern  Pine  Association 

U.  S.  V.  National  Association  of  Com- 
mission Lumber  Salesmen. 

U.  S.  V.  Engineering  Survey  dc  Audit  Co. 
U.  S.  V.  Western  Pennsylvania  Sand  Sc 
Gravel  Association. 

U.  S.  V.  Marble  Contractors  Association. 
17.  S.  V.  Mason  Contractors  Association 
of  District  of  Columbia. 

U.  S.  V.  Pittsburgh  Tile  dc  Marble  Con- 
tractors Association. 

U.  S.  V.  Employing  Plasterers  Associa- 
tion of  Allegheny  County,  Pa. 

17.  S.  V.  National  Container  Association.. 
U.  S.  V.  Underwood  Elliott  Fisher  Co — 
U.  S.  V.  American  Potash  de  Chemical 
Corp. 

U.  S.  V.  Long  Island  Sand  d:  Gravel 
Producers  .-Issociafion. 

17,  S.  V.  Title  Contractors  Association 
of  America. 

t . S.  V.  Mosaic  Tile  Co.. - 

U.  S.  V.  St.  Louis  Tile  Contractors  Asso- 
ciation. 

U.  S.  V.  Bausch  dc  Lomb  Optical  Co 

U.  S.  V.  Detroit  Tile  Contractors  Asso- 
ciation. 

U.  S.  V.  Stevenson,  Jxrdon  dc  Harrison — 


Feb.  24,1936 
May  1, 1936 

July  30,1937 
Nov.  7,1938 
do 


Apr.  30,1936 
May  1, 1936 

July  30,1937 
Nov.  15, 1938 
do 


Nov.  9, 1939  Nov.  11, 1939 
June  5, 1939  June  7, 1939 
July  17,1939  July  17,1939 


Dec.  8, 1939  Dec.  8, 1939 


Dec.  22, 1939  Dec.  22, 1939 

do —do 

do do 

Jan.  15,1940  Jan.  15,1940 


Aug.  13,1940 
Aug.  13,1934 
Feb.  5, 1940 
Feb.  21, 1940 
do 

do 

do 

Feb.  29,1940 
Mar.  12, 1940 


Feb.  29, 1940  Feb.  29, 1940 
Mar.  18, 1940  Mar.  18, 1940 


Contempt  proceedings;'^plca  of 
guilty  and  fines  totaling  $4,000, 
1936. 

Supplemental  decree  canceling 
certain  contracts,  1934. 

Government  motion  to  vacate 
decree.  May  1939. 


Jan.  27,1940 

do 

Feb.  5, 1940 
Feb.  21,1940 

do 

do 

do 

Feb.  29,1940 
Mar.  12,1940 


Aug.  9, 1939 
July  28,1939 
May  15,1940 


Apr.  23,1910 

do 

May  21,1940 


May  22,1940  May  22,1940 
June  10,1940  j June  10,1940 


June  15, 1940 
July  1, 1940 

July  8,1940 

July  9, 1940 


June  17,1940 

July  1,1940  Nov.  19, 1941;  decree  modified. 

July  9,1940  One  defendant  did  not  sign 
decree. 

July  9, 1940  Modified  Oct.  3, 1941. 


J Aug.  22,1940  1 Aug.  22,1940 


1 
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Name  of  case  Date  insti-  Decree  *• 

tuted  entered  Further  action 


Vt'  % V ^»>ociation Sept.  10, 1940  Sept.  10, 1940 

dS'1:ISJS 

pany  • 

V.  S.  V.  maban  & Katz  Corp Dec.  15. 1928  Dec.  10, 1940  Modification  of  consent  decree 

U.S  V.  metrical  Solderhz,  Service  Con-  Dec.  30,1940  Jan  4 1941  Apr.  6, 1932. 

U.S.v.  Broadcast  Muxiic Jan.  27,1941  Feb.  3,1941  Amended  decree  filed  May  14, 

U.  S.  v.  Institute  of  Carpet  Mfgrs.  of  Jan.  28,1941  Feb  6 1941 

America.  ' 

Association. 

U.  S,  V.  E.  L.  Bruce do  __  dn 

-J- of  Composers,  'Feb.  26,'l'94r  Mar.  4.194T 
Authors  Publishers. 

iumftermen-,  Asso-  Apr.  16, 1941  Apr.  16, 1941  1 defendant  did  not  sign  decree. 

17.  5.  V.  Associated  Marble  Companies.^.  Apr.  28, 1941  Apr.  28  1941 

U.  S.  y.  National  Lumber  Mjgrs.  Asso-  May  6, 1941  May  6 1941 

ciation.  ^ 

Vt  Chemical  & Dye  Corp. . May  29, 1941  May  29, 1941  Decree  amended  June  1944 

U S,  y.  Hewing,  Piping  dc  Air  Condi-  July  10  1941  Jul/  10  1^1  amenaea  June  1944. 

Honing  Contractors  Association  of 
Southern  California. 

U.  S.  y.  Association  of  American  Rail-  Oct.  25,1939  July  18  1941 
roads. 

(Copter  Nat’l.  Aug.  4, 1941  Aug.  4, 1941 

Electric  Contractors  Association. 

U.  S.  V.  Santa  Barbara  County  Chapter  do  dn 

Nat'l.  Electrical  Contractors  .^‘iModa- 
tion. 

U.  S.  y.  Battery  Separator  Mfgrs.  Asso-  Aug.  11, 1941  Aug  11. 1941 

ciation. 

U.  S.  V.  Kearney  dc  Fricker  Corp Aug.  22. 1941  Aug.  22. 1941 

Vt  o Pharmaceutical  Company..  Sept.  5, 1941  Sept.  5, 1941 

c7.  S,  V.  Bayer  Company do... . do 

U.  S.  V.  Synthetic  Nitrogen  Products  do  * "do 

Corp.  

Vt  o*  Ptfdro  Fish  Exchange Sept.  15, 1941  Sept.  15, 1941 

U S.  V.  California  Rice  Industry Oct.  4, 1941  Oct.  4. 1941 

Vr  o Sardine  Industries Oct.  6, 1941  Oct.  6, 1941 

Vt  o Lumbermen's  Association.  Oct.  24, 1941  Oct.  24, 1941 

Vr  o Services.  Inc Oct.  27, 1941  Oct.  27, 1941 

Vr  o Council Nov.  1, 1941  Nov.  3, 1941 

U.  S.  V.  Connecticut  Food  Council Nov.  3,1941  Nov.  5 1941 

Vr  o Council Dec.  17, 1941  Dec.  19!  1941 

U.S.v.^henngCorp. do Dec.  17,1941 

U.  S.  V.  Swiss  Bank  Corp do  . do 

p®®-  19.i9«  'Sec.  19Vi9ir  1 defendant  did  not  sign. 

U.  S.  V.  Natl  Retail  Lumber  Dealers  Jan.  3,1942  Jan.  3,1942  ^ 

Association, 

Jan,  7,1942  Jan.  7,1942 

U.  S.  y.  Brooker  Engineering  Co do  do 

S.y.  Ideal  Cement  Company Feb.  12,1942’ 'Feb.  1271942’ 

fi*  o 17,1942  Feb.  18,1942 

y.B.y.  Wholesale  W astepaper  Company.  Feb.  19.1942  Feb.  19,1942 

Company  {New  Mar.  25, 1942  Mar.  25. 1942  Apr.  7.  1943,  supplemental  judg- 

U.  S.y.  General  Electric  Co.  {iS6i) Jan.  27.1941  Apr.  10,1942  oSr^^*  signed  by  1 defendant 

y.  S.y.  Aluminum  Co.  of  America Apr.  15.1942  Apr.  15,1942  ('^^stinghouse). 

y‘rJ'  P^foil  Furniture  Dealers  Assn  May  7,1942  May  7,1942 

of  Southern  California. 

U,  S.  y.  Southern  California  Gas  Com-  do  dn 

pany.  “ 

y.  S.  V.  Washington  Wholesale  Grocers  . July  1,1942  Aug.  10  1942 

y.  S.  V.  Climax  Molyldinum  Co... Aug.  19,1942  Aug.  21, 1942 

U.  S.y.  Washington  Wholesale  Tobacco  Aug.  24,1942  Aug.  24.1942 

dc  Candy  Distributors. 

y^  S.y.  Sperry  Corporation.. Sept,  1.1942  Sept.  1,1942 

17  % y ^^2  2 defendants  did  not  sign  decree. 

C7.  S.  V.  Produce  Exdiange  of  Los  An-  Nov,  2, 1942  Nov.  2. 1942  ^ 

geles.  ' 

y.  S.  v.  SeattU  Fish  Exdiange Nov.  10, 1942  Nov.  10, 1942 

U.  S.y.  Aqua  Systems do_. do Dec.  9,  J94*;^-r«naining  defend- 

ants  signed  decree. 
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Consent  decrees  entered  under  Federal  antitrust  law,  July  1890- July  1946  Con 


Name  of  case 


17.  S.  V.  CalifQTiiia  Fruit  Growers  Ex-  \ 
change. 

U.  S.  V.  American  Busch  Corporation — 

17.  S.  V.  Aerofin  Corp.  etal  

17.  S.  V.  Columbia  Gas  & Electric  Cor- 
poration. 

V.  S.  V.  Freightways - - 

V,  S.  V.  National  Unit  Distributors 

U.  S.  V.  Solvay  Process  Company 

U,  S.  V.  Rail  Joint  Company 

17.  S.  V.  Growers  Finance  Corp 

U.  S.  V.  Market  Truckwen*s  Association, 

U.  S.  V.  U.  S.  Machine  Corporation 

U,  S.  V.  Borax  Conssolidated, - 

U.  S.  V.  Merck  A Company 

U,  S.  V.  Allied  I'on  Lints,.  

17.  S.  V.  Auditorium  Conditioning  Cor- 
poration. 

V.  S.  V.  Bendix  Aviation  Corp 

U.  S.  V.  General  Electric  Co.,  Civil  1364, 
Civil  2590. 

V,  S.  V.  Diamond  Match  Company 


Date  in.sti- 
tiited 


Feb.  2, 1942 


Nov. 

June 

Dec. 

Mar. 

Apr. 

May 

Sept. 

Oct. 

Jan. 

Aug. 


5, 1943 

24. 1942 

21.1943 

2. 1945 
19, 1945 

3. 1945 

14. 1944 

28. 1943 

11.1944 
19, 1943 


Nov.  19,1942 
Dec.  9, 1942 

May  1, 194-t 


t7.  S.  v.  Western  Predpitaiion Aug.  14, 1945 


Decree 

entered 

Nov. 

19. 1942 

Dec. 

29,1942 

Mar. 

5, 1943 

Mar. 

29, 1943 

Apr. 

14, 1943 

Nov. 

5,1943 

Mar. 

14, 1944 

Sept. 

20. 1944 

Mar. 

2, 1945 

Apr. 

19, 1945 

May 

3. 1945 

Aug. 

16, 1945 

Oct. 

6, 1945 

Dec. 

28, 1945 

do 

Feb. 

13, 1946 

Mar. 

7, 1946 

Mar. 

19,1946 

Apr. 

11, 1946 

Further  action 


Supplemental  decree  original 
filed  Jan.  29,  1936. 

Modified  Oct.  11,  1943,  and  Dec. 
10,  1943. 

2 defendants  did  not  sign  decree. 


Decree  signed  by  1 defendant 
(Corning  Glass  Works). 

4 defendants  did  not  sign  consent 
decree. 


Appendix  E 

Disvosal  of  criminal  cases  tinder  Federal  antitrust  law  where  fines  were  not  imposed; 
. July  1890- July  1946 

CASES  NOLLE  PROSSED 


Name 


Date  in-  Date 
stituted  closed 


17.  5.  V. 
17.  S.  V. 

U.  S.  V. 
17.  5?.  V. 

V.  S.  V. 
U.  S.  V. 
U.  S.  V. 
U.  S.  V. 
17.  S.  V. 
U.  S.  V. 
U.  S.  V. 
U.  S.  V. 
17.  S.  V. 
U.  S.  V. 

Do. 
U.  S.  V. 
U.  S.  V. 
17.  S.  V. 
U.  S.  V. 
U.  S.  V. 
17.  V. 
U.  S,  V. 
U.  S,  V. 
U.  S.  V. 
17.  S.  V. 
17.  S.  V. 
U,  S.  V. 
U.  S.  V. 
17.  S.  V. 
U.  S.  V. 
17.  S,  V. 
U.  S.  V. 
17.  S.  V, 
17.  aS.  V, 
U.  S.  V. 
U.  R.  V. 
17.  S.  V, 
17.  S.  V 
17.  S.  V 
U.  8,  V 
17.  S.  V 


Patterson - - iqac 

Armour  A Co — - joq^ 

American  Ice  Co - - 

Chandler  Ice  A Cold  Storage  Plant. — - - 

moijd 1906 

Stafford  Mfg.  Co 

Stiefvater - jgjQ 

Purington - loii 

- mi 

- - m2 


Mellen 

White. 


Hayes 1Q14 

Western  Cantaloupe  Exchange 

Algoma  Coal  A Coke  Co - - - 

Simpson.- - - - 

6«man- - ■IIIIIIIIIIIIIIII”  1917 

St.  ClaiT into 

Ironite  Co - 

Schrader* s Son - ,09, 

Andrews  Lumber  A Mill  Co — - - 

Poster  Advertisefs  Association 

Jones — iQoi 

Alpha  Portland  Cement  Co 

Chicago  Master  Steam  Fitters*  Associaiton - - — - 

Beigler  Company., ^ 

American  Terra  Cotta  A Ceramic  Co - 

Central  Foundry  Co 

Johnston  Brokerage  Co - ,q22 

United  Gas  Improvement  Co 

Lehigh  Portland  Cement  Co .q^o 

American  Window  Glass  Co ^^23 

Basfin ,094 

Mitchell  Brothers*  Company - - 

Mitchell - 

Metro-Goldwyn-Mayer  Distributing  Corp - 

Amsterdamsche  Chininefabriek - 

Greater  N.  Y.  Live  Poultry  Chamber  of  Commerce - 


1894 

1913 

1912 

1909 

1909 

1909 

1912 

1910 

1913 
1913 

1912 

1913 

1920 
1916 

1914 

1916 
1918 

1917 
1923 

1921 

1918 

1920  J 
1923 

1921  a 

1925 
1923 
1923 

1926 

1926 
1923* 

1925 

1927 

1922 

1926 
1926 
1926 
1926 
1930 
1932 

1928  * 
19311 


See  footnotes  at  end  of  table,  p.  272. 
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Disposal  of  criminal  cases  under  F ederal  antitrust  la  w where  fines  were  not  imposed^ 

July  1890-July  1946 — Continued 

CASES  NOLLE  PROSSED— Continued 


Name 


Date  in- 
stituted 


Date 

closed 


17.  S.  V.  West  Coast  Theatres,  Inc 

Do II  ' 

U.  S.  V.  Standard  OH  Co.  {Indiana) r.rrjjrrm 

17.  8.  V.  Socony-Vacuum  Oil  Co.,  Inc I-— IIIIIIIIIIIIIIIIIIIIIIIIII 

U.  S.  V.  Hawaii  Brewing  Corn.,  Ltd IIIIIIIIIIIII 

17.  jS.  V.  Chrysler  Corporatim Iimi”"”IIIIIIIIIllII 

U.  S.  V.  Ford  Motor  Company,. 111111111111111 

U.  S.  V.  Underwood  Elliott  Fisher  Co. J. ” 

U.  S.  V.  American  Potash  A Chemical  Corp 

U.  S.  V.  Borden  Company I.I.II'I'III'I 

U.  S.  V.  Kraft  Paper  Association "IIIIIIIIIIIIIIIIIIIIIIIIII I 

U.  S.  V.  Fox  West  Coast  Theatres III__.II.IIIII 

U.  S.  V.  Local  tot  International  Brotherhood  of  Teamsters,  Chauffeurs,  Stablemen  and 

Helpers 

U.  S.  V.  Barrett  Company .II.IIIIII 

U.  S.  V.  Market  TTUckmen*s  Association I 

U.  S.  V.  E.  I.  du  Pont  de  Nemours I.. I. 

U.  S.  V.  Synthetic  Nitrogen  Products  III”_IIIIIIIIIIII 

U.  S.  V.  International  Longshoremen* s Association I..IIIIIII 

U.  S.  V.  Allied  Chemical  and  Dye 

U.  S.  V.  Beardslee-Chandelier  Mfg.  Co.. 

U.  S.  V.  Local  tot  International  Brotherhood  of  Teamsters,  Chauffeurs,  Stablemen  and 

Helpers 

U.  S.  V.  Nat  Hoffman IIIIIIIIIIIIIIIIIIIIIII! 

U.  S.  V.  Certain-Teed  Products  Corp 

U.  S.  V.  St.  Joseph  Stock  Yards  Co I I.IIIIIIIIIIIIIII 

U.  S.  V.  Lumber  Inst,  of  Allegheny  Co 

U.  8.  V.  Local  Union  No.  S of  International  BrMeThood  Elekricil  Workers 

U.  S.  V.  Local  Union  No.  3 of  International  Brotherhood  Electrical  Workers 

U.  S.  V.  Local  Union  No.  S of  International  Brotherhood  Electrical  Workers 

U.  S.  V.  New  York  Electrical  Contractors  Associatiem 

U.  S.  V.  Wood,  Wire,  A Metal  Lathers  International  Union  Localjfs 

U.  S.  V.  Wood,  Wire,  A Metal  Lathers  International  Union  Local  16 

U.  S.  V.  Wood,  Wire,  A Metal  Lathers  International  Union  Locales 

U.  S.  V.  Swift  and  Company 

17.  S.  V.  Linen  Supply  Board  of  Trade  of  New  Jersey  * 

U.  S.  V.  Consolidated  Laundries  Corp.^  

U.  S.  V.  Linen  Supply  Association  of  Greater  New  York  * 

U.  S.  V.  Flatwork  Association  of  Greater  New  York  * 

U.  S.  V.  Towel  Supply  Association  of  Greater  New  York  *_ 

U.  S.  V.  Standard  Coat  Apron  A Linen  Services 

U.  S.  Y.  Morgan  Laundry  Services,  Inc.,  A Manhattan  Laundries 

U.  S.  V.  Millers  National  Federation  * 

17.  S.  V.  New  York  Great  Atlantic  A Pacific  Tea  Co 

U.  S.  V.  Household  Finance  Corp 

U.  S.  V.  John  Morrell  A Company 

U.  S.  V.  Halibut  Liver  Oil  F*rodueers 

C7,  S.  V.  South-Eastern  Underwriters  Association 


19.30  » 
1930  1 
1936* 
1938* 
1938 
1938  1 
1938  1 
1940  1 
1940  1 
1940 
1940 
1940 


INDICTMENTS  QUASHED,  DEMURRERS  SUSTAINED 


U.  S.  V.  Nelson 1892 

U.  S.  V.  Greenhut IIIIIII  1892 

U.  S.  V.  Virginia-Carolina  Chemical  Co II. I 1906 

17.  iS.  V.  National  Packing  Co 1910 

17.  V.  Cudahy  Packing  Co 1910 

U.  S.  Y.  Winslow IIII”  1911 

U.  S.  V.  Pacific  A Arctic  Ry.  Co I.IIIIIIII  1912 

U.  S.  V.  Miller 1912 

U.  S.  Y.  Ilippen _.I  1913 

U.  S.  Y.  Chapman ; I. .1.11  1915 

U.  S.  Y.  Baker -Whiteley  Coal  Co 1917 

U.  S.  V.  Nash  Bros I 1917 

U.  S.  Y.  Colgate  A Co 1917 

17.  S.  V.  Moore I_  1920 

U.S.Y,  Smith 1921 

U.  S.  V.  Johnston  Brokerage  Co ...IIIII  1921 

U.  S.  Y.  Peters 1922 

U.  S.  Y.  Hency 1923 

17.  jS.  V.  Great  Western  Sugar  Co 1929 

17.  S,  V.  Great  Western  Sugar  Co 1929 

C7.  S.  V.  Dairymen*s  Assn.,  Ltd 1937 

C7.  S.  Y.  National  Dairy  Products  Co 1938 

17.  jS.  V.  San  Francisco  Electrical  Contractors  Association... 1939 

U.  S.  Y.  WiUiam  L.  Hutcheson II  1939 

U.  S.  Y.  Building  A Construction  Trades  Council 1940 

See  footnotes  at  end  of  table,  p.  272. 


1892 

1892 

1908 

1910 

1915 

1918 

1912 

1912 

1913 
1915 

1917 

1918 

1919 

1920 
1924 
1927 
1923 
1923 
1929 
1930* 
1937 

1939 

1940 

1941 
1941 
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Disj)osal  of  criminal  cases  under  Federal  antitrust  law  where  fines  were  not  imposed^ 

July  1890-July  1946 — Continued 

INDICTMENTS  QUASHED,  DEMURRERS  SUSTAINED-Continued 


Name 


U.  S.  V.  Local  Union  No,  99  Sheet  Metal  Workers  International  Association 

U.  S.  V.  Michael  Carrozza 

U.  S,  V.  B.  Goedde  & Company 

U.  S.  V.  United  Brotherhood  Carpenters  dc  Joiners 

U.  S.  V.  Great  Atlantic  <fe  Pacific  Tea  Co 

U.  S.  V.  M^ayne  Pump  Company 

U,  S.  V.  Wayne  Pump  Company 

U.  S.  V.  Tennessee  Retail  Grocers  Association 

U.  S.  V.  Swift  and  Company 

U.  S.  V.  French  Bauer 

U.  S.  V.  Bay  Area  Painters  dc  Decorators.. 


DIRECTED  VERDICT  FOR  DEFENDANTS 


U.  S.  V.  People's  Ice  dc  Fuel  Co.. 

U.  5.  V.  Barton 

U.  S.  V.  Colgate  de  Co 

U.  S.  V,  McGlone 

U.  S.  V.  McGlone  I.. I 

U.  S.  V.  Local  639,  International  Brotherhood  of  Teamsters 

U.  S.  V.  United  States  Gypsum  Company 

U.  S.  V.  Kingan  and  Company 

U,  S.  V.  Chicago  dc  Cook  County  Building  dc  Construaion  Trades  Council 

U.  S.  V.  Dairy  Cooperative  Association 

U.  S.  V.  Atlantic  Commission  Company 


Date  in- 
stituted 

Date 

closed 

1940 

1941 

1940 

1941 

1940 

1941 

1940 

1941 

1941 

1942 

1941 

1942 

1941 

1942 

1941 

1942 

1942 

1943 

1942 

1943 

1943 

1943 

1906 

1907 

1917 

1917 

1920 

1924 

1934 

1934* 

1937 

1937 

1940 

1940 

1940 

1941 

1941 

1942 

1941 

1942 

1942 

1943 

1941 

1943 

JURY  DISAGREED 


U.  S.  V.  Cassidy 

1894 

1895 

1912 

17.  S.  V.  American  Sugar  Refining  Co 

1909 

U.  S.  V.  Rockefeller  < 

1914 

1916 

1925 

17.  S.  V.  Atlas  Portland  Cement  Co 

1921 

U.  S.  V.  Wallace 

1928 

1932 

VERDICT  NOT  GUILTY 

17.  S.  V.  DeMund  Lumber  Co 

1906 

1907 

1908 
1911 
1914 

U.  S.  V.  Corbett  Slationery  Co 

U.  S.  V.  Ray ... 

1907 

1908 

17.  S.  V.  American  Naval  Stores  Co.* 

1908 

U.  S.  V.  Swift 

1910 

1912 

U.  S.  V.  Pearce 

1911 

1912 

1916 

U.  S.  V.  Rockefeller  * 

1914 

U.  S.  V.  Aileen  Coal  Co... 

1917 

1917 

U.  S.  V.  Webster 

1917 

1919 

1926 

U.  S.  V.  Fitzgerald.. 

1925 

U,  S.  V.  Warner  Bros.  Pictures,  Inc 

1935 

1935 

U.  S.  V.  John  P.  Nick,  et  al 

1940 

1941 

U.  S.  V.  St.  Joseph  Stock  Yards  Co... 

1942 

1942 

U.  S.  V.  Dubuque  Cooperative  Dairy  Marketing  Association 

1942 

1943 

U,  S.  V.  Columbia  River  Packers  Association  ®1 

1942 

1943 

U.  S.  V.  Spokane  Fuel  Dealers 

1943 

1944 

U.  S.  V.  Wisconsin  Cheese  Exchange 

17.  S.  V.  Ozark  Canners  Associalion ....* 

1942 

1943 

1944 

1944 

U.  S.  V,  Middlewest  Motor  Freight  Bureau.. 

U.  S.  V.  Dried  FruH  Assn  of  California 

1943 

1941 

1944 

1944 

U,  S.  V.  E.  I.  du  Pont  de  Nemours 

1942 

1945 

VERDICT  OF  GUILTY  REVERSED 


U.  S.  V.  Moore 

1895 

1898 

17.  S.  V.  Santa  RU,a  Store  Co.  and  Santa  Rita  Mining  Co 

U.  S.  V.  Union  Pacific  Coal  Co.. 

1907 

1907 

1911 

1910 

U.  S.  V.  Patterson..'. 

1912 

1915 

U.  S.  V.  Local  No.  807  of  International  Brotherhood  of  Teamsters,  Chauffeurs,  Stable- 
men dc  Helpers  of  America 

1938 

1942 

r 


J Consent  decree  entered  in  civil  case, 

2 Superseded  by  new  indictment. 

3 Dismissed  on  Government  motion  after  verdict  of  guilty  by  jury. 
< Some  defendants. 

* Second  trial. 

® Verdict  of  not  guilty  as  to  labor  union?  some  defendants  fined. 
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APPENDIX  F 

Disposition  of  equity  cases  under  Federal  antitrust  law,  July  1890-July  1946 

(Consent  decrees  excluded) 

CASES  WON  BY  GOVERNMENT  IN  TRIAL  COURT 


Name  of  case 


Date  in- 


Date  of 


U,  S,  V. 
U.  S.  V. 
U.  S,  v. 
U.  S.  V. 
U,  S.  V. 
U.  S.  V. 
U.  S.  V. 
U.  S,  V. 
U S.  V. 
U.  S.  V. 
U.  S.  V. 
U,  S,  V. 
U.  S.  V. 
U,  S.  V. 
U.  S.  V. 
U,  S.  V. 
U.  S.  V. 
U.  S,  V. 
U S.  V. 
U,  S.  V. 
U,  S,  V. 
U.  S,  V. 
U.  S.  V. 
U.  S.  V. 
US.y 
U S.\. 
U,  S.  V. 
U.  S.  V. 
U.  S.  V. 
U.  S,  V. 
U,  S.  V. 
U.  S.  V. 
U.  S.  V. 
U.  S,  V. 
U.  S,  V. 
U.  S.  V. 
U.  S.  V. 
U.  S.  V. 
U.  S.  V. 
U S.  V. 
U.  S.  V. 
U.  S.  V. 
C7.  S.  V. 
U.  S,  V. 
U S.  V. 
U.  S,  V. 
U.  S,  V. 
U.  S.  V. 
U.  S.  V. 
U S.  V. 
U.  S.  V. 
U.  S.  V 
U.  S,  V. 
U.  S.  V. 
u.  s.  V. 
U.  S.  V. 
U.  S.  V. 
U.  S.  V. 
U.  S.  V. 
U.  S.  V. 


. JtUico  Mountain  Coal  dc  Coke  Co.. 

. Workingmen's  Amalgamated  Council 

. Debs 

. Debs... 

. Elliott 

. Hopkins 

. Anderson 1111111111111111 

. Coal  Dealers'  Association 

. Chesapeake  A Ohio  Fuel  Co 11111111111111 

. Northern  Securities  Co 1*1' 

. Swift  dc  Company. 1 

. Federal  ^It  Co.. 11111111111  * 

. General  Paper  Co 11111111111 

. Nome  Retail  Grocerymen's  Association 1111111111 

, Nat* I Association  of  Retail  Druggists 

. Standard  Oil  Co.  of  New  Jersey. 

. American  Seating  Co 1.1111111 

. Reading  Company  i 1111111111 

. DuPont  de  Nemours  & Co 11111 

. Allen  Bros.  Co 1.1111111111111 

. Missouri  Pacific  Ry.  Co.. 111111111 

, Great  Lakes  Towing  Company 

, Chicago  Butter  dc  F^g  Board 1111111 

, Standard  Sanitary  Mfg.  Co 1111111 

Hamburg- American  Co / 

, Eastern  States  Retail  Lumber  Association 

. Lake  Shore  Ry.  Co ’ 

, Standard  Wood  Co 11111 

. Hollis 1.111111111111111 

Keystone  Watch  Case  Co 

International  Harvester  Co. 1.111 

Associated  Bill  Posters 

Motion  Picture  Patents  Co 1111111 

Kellogg  Corn  Flake  Co 1.11111 

Chicago  Board  of  Trade 11' 

Corn  Products  Co 1.1111111 

Eastman  Kodak  Co 111111111 

Reading  Company  2 11.111 

United  Shoe  Machinery  Corp 

New  England  Fish  Exchange.... 

American  Column  dc  Lumber  Co 

Consolidated  Mxisic  Corp 

Cement  Mfrs'  Protective  Association 111.1111 

Norcross 

Cement  Securities  Co 1 1 

Schrader's  Son 1.1111111111 

Railway  Employees'  Department  of  A.  F.  ofL 

Nat' I Association  of  Window  Glass  Mfrs 

Maple  Flooring  Mfrs'  Association 

Industrial  Association  of  San  Francisco. 

Lite  PoxtUry  Dealers'  Protective  Association 

Southern  California  Grocers'  Association 

Standard  Oil  Co.  (Indiana) 

Journeymen  Stone  Cutters  Association 

Paramount  Famous  Lasky  Corp... 

Painters'  District  Council  No.  14  of  Chicago,  rtclllllll 

Atlantic  Cleaners  dc  Dyers,  Inc.. 

Glaziers  Local  No.  Ft  of  Chicago,  etc. 

Greater  Next  York  Live  Poxiltry  Chamber  of  Commerce. 
Sugar  InstitxUe 


CASES  WON  BY  GOVERNMENT  IN  TRIAL  COURT 


1890 

1893 

1894 
1894 
1894 

1896 

1897 
1897 
1899 
1902 
1902 
1902 

1904 

1905 

1906 

1906 

1907 
1907 
1907 

1909 

1910 
1910 
1910 

1910 

1911 
1911 
1911 
1911 
1911 

1911 

1912 
1912 
1912 

1912 

1913 
1913 
1913 
1913 
1915 
1917 
1920 

1920 

1921 

1921 

1922 
1922 

1922 

1923 
1923 

1923 

1924 
1924 
1924 

1927 

1928 

1928 

1929 

1929 

1930 

1931 


U.  S.  V. 
U.  S.  V. 
U.  S.  V. 
U.  S.  V. 
U.  S.  V. 
U S.  V. 
U.  S.  V. 
U.  S.  V. 
U.  S.  V. 


International  Bustness  Machine  Corp. 

Appalachian  Coals,  Inc 

Interstate  Circuit,  Inc 

Ethyl  Gasoline  Corp 

Vehicular  Parking 

General  Tire  dc  Rubber  Co 

Parker  Rxist  Proof... 

Kleatfax  Linen  Looms 

Rail  Joint  Cb 


1891 

1893 
1899 

1898 

1894 
1897 
1897 

1899 

1900 
1903 
1903 
1902 
1906 

1906 

1907 

1909 
1907 

1910 

1912 

1909 

1910 

1915 
1914 

1911 
1914 

1913 

1914 

1912 
1917 

1915 

1914 

1916 

1916 

1915 

1915 

1916 
1916 
1915 
1920 

1919 

1920 

1922 

1923 

1924 
1924 
1923 
1923 

1923 

1924 
1923 

1925 
1925 

1929 
1927 

1930 

1931 

1931 
1930 

1932 
1934 


See  footnotes  at  end  of  table,  p.  276. 


1932 

1935 

1932 

1932 

1936 

1937 

1937 

1939 

1942 

1944 

1942 

1945 

1943 

.1945 

1944 

1945 

1943 

1946 
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Disposition  of  equity  cases  under  Federal  antitrust  law,  July  1890- July  1940 — Con. 

CASES  WON  IN  TRIAL  COURT  AND  APPEALED  BY  DEFENDANTS 


Name  of  case 


Date  in- 
stituted 


U.  S.  Supreme  Court 

Trial  j 

Affirmed  Reversed 

decree 

court  court 


U.  S.  V.  Workingmen*s  Amalgamated  Council 

U.  S.  V.  Hopkins. - 

U,  S.  V.  Coal  Dealers*  Association 

XJ,  S.  V.  Chesapeake  <&  Ohio  Fuel  Co 

U.  S.  V,  Northern  Securities  Co 

U.  S.  V.  Swift  d:  Company 

U,  S.  V.  Standard  Oil  Co.  of  New  Jersey 

U.  S.  V.  Beading  Company 

U.  S.  V.  American  Tobacco  Co.. 

U.  S.  V.  Standard  Sanitary  Mfg.  Co 

17.  S.  V.  Ilamburg'American  Co 

U.  S.  V.  Eastern  States  Detail  Lumber  Association 

V.  S.  V.  Prince  Line^  Ltd. 

17.  S.  V.  Corn  Product  Co 

17.  S.  V.  Beading  Company 

U.  S.  V.  United  Shoe  Machinery  Corp — . 

17,  5^.  V.  American  Column  <5c  Lumber  Co — 

U.  S.  V.  Cement  Mfrs* . Protective  Association 

S.  V,  Maple  Flooring  Mfrs^.  Association 

U.  S.  V.  Industrial  Assn,  of  San  Francisco 

U.  S.  V.  Live  Poultry  Dealers*  Protective  Association 

U.  S.  V.  Standard  Oil  Co 

17.  S.  V.  Journeymen  Stone  Cutters  Assodatio’n 

17.  S.  V.  Paramount  Famous  Lasky  Corp 

U.  S.  V.  Painters*  Dist.  Council  No.  14  of  Chicago,  etc 

U.  S.  V.  Atlantic  Cleaners  d:  Dyers,  Inc 

U.  S.  V.  Greater  New  York  Live  Poultry  Chamber  of  Commerce 

U.  S.  V.  Sugar  Institute 

U.  S.  V.  International  Business  Machines... 

U.  S.  V.  Appalachian  Coals,  Inc 

17.  S.  V.  Interstate  Circuit,  Inc 

17.  S.  V.  Ethyl  Gasoline  Corp 

U.  S.  V.  Hartford  Empire.. — 

U.  S.  V.  Univis  Lens  Co.® 

17,  S.  V,  Bausch  & Lomb  Co.® 

t7.  S.  V.  Associated  Press  i®... 

V.  S.  V.  Pullman  ii. - - - 

17.  S.  V.  National  Lead  n - 


1893  3 

1897 

1897 

1900  < 

1903 

1903 

1909 

1910 
1908 

1911 
1911 
1913 

1915 

1916 
1915 
1920 
1920 
1923 
1923 

1923 

1924  ? 
1929 
1927 

1929 

1930 
1929 
1932 

1934 

1935 
1932 
1937 
1939 
1942 

1942 

1943 

1944 

1944 

1945 


1904 

1905 

1911 

1912  » 

1911 

1912 


1919 
1920 » 
1922 
1921 


1916® 


1917* 


CASES  LOST  BY  GOVERNMENT  IN  TRIAL  COURT 


Name  of  case 


17.  S.  V. 
17.  S.  V. 
U.  S.  V. 
U.  S.  V. 
U.  S.  V. 
U.  S.  V. 
17.  S.  V. 
17.  S.  V. 
17.  -S.v. 
U.  S.  V. 
U.  S.  V. 
U.  S.  V. 
17.  S.  V. 
U.  S.  V. 
U.  S.  V. 
U.  S.  V. 
U.  S.  V. 
C7.  S.  V. 
17.  S.  V. 
U.S.v. 
U.  S.  V. 
U.  S.  V. 
17.  S.  V. 
17.  S.  V. 
U.  S.  V. 
17.  S.  V. 


TranS'Missouri  Freight  Association 

E.  C.  Knight  Co 

Joint  Traffic  Association 

Baker  d Holmes  Co 

Allen  d Robinson 

American  Tobacco. 

Union  Pacific  R.  R.  Co 

Periodical  Clearing  House 

U.  S.  Steel  Corp. 

United  Shoe  Machinery  Co 

American'Asiatic  S.  S.  Co — 

International  Harvester  Co.^* 

Prince  Line,  Ltd 

United  Shoe  Machinery  Co.  of  N.  J. 

Lackawanna  R.  R,  Co - 

Quaker  Oats  Co.. 

American  Can  Co... 

Southern  Pacific  Co. 

Lehigh  Valley  R.  R.  Co 

American  Linseed  Oil  Co 

Moore - 

Fur  Dressers*  and  Fur  Dyers*  Association. 

Hudnut - 

New  York  Coffee  d Sugar  Exchange 

General  Electric  Co 

Sisal  Sales  Corp 


Date 

insti- 

tuted 

Date  of 
trial  court 
decree 

1892 

1892 

1892 

1894 

1896 

18% 

1903 

1907 

1905 

1915 

1907 

1911 

1908 

1911 

1911 

1913 

1911 

1915 

1911 

1915 

1912 

1916 

1923 

1926 

1912 

1915 

1913 

1919 

1913 

1914 

1913 

1916 

1913 

1916 

1914 

1917 

1914 

1914 

1920 

1921 

1920 

1920 

1922 

1925 

1922 

1925 

1923 

1923 

1924 

1925 

1924 

1925 

See  footnotes  at  end  of  table,  p.  276. 
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Disposition  of  equity  cases  under  Federal  antitrust  law,  July  1890-July  1946— Con. 

CASES  LOST  BY  GOVERNMENT  IN  TRIAL  COURT— Continued 


Name  of  case 


17.  -S.  V.  Cooper  Corp.,  et  al 


CASES  LOST  IN  TRIAL  COURT  AND  APPEALED  BY  GOVERNMENT 


Name  of  case 


U.  S.  Supreme  Court 

Trial 

Date  in-  court 

stituted  decree  Affirmed  Reversed 

trial  trial 

court  court 


17.  iS.  V.  Trans-}^Iissouri  Freight  Associatimi 1892  1892  3 

U.  S,v,  Joint  Traffic  Associatim ” 1896  18%  *3 

C7,  S.  V.  Addyston  Pipe  d Sted  Co 1896  1897 

U.  S.  V.  Terminal  R.  R.  Association  ..  1905  1910 

U V.  Unim  Pacific  R.  R.  Co 1908  1911 

U.  S.  V.  United  Shoe  Machinery 1911  1915 

C7.  S.  V.  American^Asiatic  S.  S.  Co 1912  1915 

L7.  S.  V.  International  Harvester  Company  " 1912  1926 

C7.  S.  V.  Chicago  Board  of  Trade 1913  1915 

U.  S.  V.  Lackawanna  R.  R.  Co I*” 1913  1914 

(7.  S.  V.  Southern  Pacific  Co. 1914  1017 

C7.  S.  V.  Lehigh  Valley  R.  R.  Co ”‘--””11.'"""'“  1914  1914 

U.  S.  V.  American  Linseed  Oil  Co 1920  1921 

C7.  S.  V.  New  York  Coffee  d Sugar  Exchange,  Inc " 1923  1923 

U.  S.  V.  General  Electric  Co 1924  1925 

U,  S.v,  Sisal  Sales  Corp ”””””"  1924  1925 

17.  S,  V.  First  Natl  Pictures,  Inc _ 1928  1929 

y 8.  V.  Masonite..  1940  1941 

y S.  V.  Aluminum  Co  1937  1941 

U.  S.  V.  Lme  Material  ** I944  1945 

U.  S.  V.  U.  S.  Gypsum  1940  1946 


1920 
1918 
1917  3 
1927 


CASES  DISCONTINUED 


C7.  iS.  V.  Metropolitan  Meat  Co 

17.  S.  V.  New  York,  New  Haven  d Hartford  R.  R,  Co. 

U.  S.  V.  National  Packing  Co.. 

U.  S.  V.  American  Naval  Stores  Co  ... 

U.  S.  V.  SUlcken 

U.  S.  V.  McCaskey  Pegister  Co 

U.  S.  V.  Terminal  R.  R.  Association.. 

17.  S.  V.  Pan-American  Commission  C 

U.  S.  V.  Atlas  Portland  Cement  Co 

17.  5.  V.  Southern  Pine  Association 

U.  S.  V.  MidA\  est  Cement  Credit  d S 
L.  5.  V.  United  Gas  Improvement  Co.. 

U.  S.  V.  Kryptok  Co 

17.  S.  V.  Western  Pine  Mfrs*  Associati 

U.  S.  V.  American  Cham  Co 

U.  S.  V.  Jeffrey  Manufacturing  Co 

17.  S.  V.  Colgate  d Co 

U.  S.  V.  One-Piece  Bifocal  Lens  Co 

U.  S.  V.  Carson  Brewing  Company 

U.  S.  V.  Chicago  Assn,  of  Candy  Jobbei 

U,  S.  V.  Asbestos  Corporation,  Ltd 

U.  S.  V.  Warner  Bros.  Pictures,  Inc... 

U.  S.  V.  Asphalt  Shingle  d Roofing  Itu 

U.  S.  V.  United  Theatres,  Inc 

U.  S.  V.  Mather 

See  footnotes  at  end  of  table,  p.  276. 
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CASES  DISCONTINUED— Continued 


Date 

insti- 

tuted 

Date 

discon- 

tinued 

V.  S.  V.  Warner  Pros.  FHctures.  Inc 

1935 

1934 

1934 

1940 

1940 

1941 
1941 

1941 

1942 

1936 

1941 

1941 

1944 

1945 
1943 
1943 

1946 
1943 

U.  S.  V.  Dress  Creators  League  of  America 

V.  S.  V.  American  Soc.  of  Composers,  Authors  & Publishers 

U.  S.  V,  Johns  Manville. 

U.  S.  V.  Smoot  Sand  and  Gravel  .. 

U,  S.  V.  Columbia  Broadcasting  System — Civil  3762  i* 

V.  S.  V.  Radio  Corporation  of  America— Civil  3763 

U.  S.  V.  Barber  Coleman  . 

U.  S.  V.  American  Federation  of  Musicians  _ 

* Government  upheld  in  part. 

2 Government’s  contention  upheld  in  part. 

3 Affirmed  by  circuit  court  of  appeals,  1893. 

* Affirmed  by  circuit  court  of  ap[)eals,  1902. 

» In  part;  Supreme  Court  decree  more  favorable  to  Government. 
8 Dismissal  ordered  on  ground  questions  had  become  moot. 

? Affirmed  by  circuit  court  of  appeals.  1924. 

® Affirmed  in  part  and  reversed  in  part  decision  of  district  court. 
® Affirmed  except  in  1 particular. 

‘0  Judgment  modified, 
n Pending  on  api)eal  to  Supreme  Court. 

12  Supplemental  petition. 

13  Affirmed  by  circuit  court  of  api^eals,  1897. 

1*  Reversed  by  circuit  court  of  appeals,  1898. 

1*  Case  consolidated  with  Civil  3763  RCA. 


Appendix  G 


Cases  instituted  under  Federal  antitrust  law,  July  1890~July  1946,  hy  fiscal  years 

ending  June  30 


Title  of  case 


1891 

U,  S.  V.  Jellico  Mountain  Coal  <£•  Coke  Co 

1892 

U.  S.  V.  Trans- Missouri  Freight  Assn 

17.  N.  V.  Nelson 

U.  S.  V.  E.  C.  Knight  Co. 

17.  V.  Greenhnt 


1893 

C7.  S.  V.  Patterson 

U.  S.  V.  Workingmen*s  Amalgamated  CoiLUcii. 


U.  S.  V,  Debs... 

Do 

U.  S.  V.  Elliott. 
U.  S.  V.  Cassidy 


189.*) 


1896 

U.  S.Y,  Moore. 

U.  S.  V.  Joint  Traffic  Assn. 


1897 

U.  S.  V.  Addyston  Pipe  Steel  Co 

XJ.  S.  V.  Hopkins. 

U.  S.v.  Anderson 


1898 


V.  S.  V.  Coal  Dealers'  Assn 


1899 

U.  S.  V.  Chesapeake  d:  Ohio  Fuel  Co 

1902 


Industry 


Coal 


Proceeding 


Equity. 


Railroads 

Dumber  dealers 
Sugar  refineries- 
Distilled  spirits 


Do. 

Criminal. 

Equity. 

CriminaL 


Cash  registers 
Labor  union.. 


Do. 

Equity. 


do 

do 

do 

do 


Do. 

Do. 

Do. 

CriminaL 


Coal  retailers 
Railroads 


Do. 

Equity. 


Cast  iron  pipe 

Livestock 

do 


Do. 

Do. 

Do. 


Coal  dealers 


Do. 


Coal  producers 


Do. 


U.  S.  V.  Northern  Securities  Co 

V.  S.  V.  Swift  Company 


Railroads 

Meat  packers 


Do. 

Do. 
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Cases  instituted  under  Federal  antitrust  law,  July  1890-July  1946,  by  fiscal  years 

ending  J une  30 — Continued 


Title  of  ca.se 

Industry 

Proceeding 

1903 

17.  S.  V.  Federal  Salt  Co 

Salt 

Equity. 

CriminaL 

Equity. 

Do. 

Criminal. 

Equity. 

Do. 

Do. 

Do. 

Do. 

CriminaL 

Equity. 

Criminal. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Equity. 

Criminal. 

Do. 

Do. 

Equity. 

CriminaL 

Equity. 

Criminal. 

Equity. 

CriminaL 

Equity. 

Libel. 

Criminal. 

Do. 

Do. 

Equity. 

CriminaL 

Do. 

Do. 

Do. 

Equity. 

Criminal. 

Equity. 

CriminaL 

Do. 

Do. 

Do. 

1)0. 

Equity. 

Criminal. 

Equity. 

Do. 

Do. 

Do. 

Criminal, 

Equity. 

Criminal. 

Do. 

Do., 

Equity. 

Criminal, 

Do 

dn 

1904 

C7.  jS.  V.  Baker  Holmes  Co..  . 

1905 

V.  S.  V.  General  Paper  Co  . 

Papr>r 

1906 

V.  S.  V.  Armour  & Co.  . 

IVfoat.  nnr*Vor5 

U.  S.  V.  Metropolitan  Meat  Co 

do 

U.  S.  V.  Nome  Retail  Grocervmen's  Assn 

Retail  grocers 

U.  S.  V.  Terminal  R.  R.  Assn 

Railroads 

L.  S.  V.  Allen  & Robinson  . 

(/.  S.  V.  Otis  Elevator  Co. 

Elevators 

U.  S.  V.  Amsden  Lumber  Co 

Lumber 

L.  N.  V.  NaVt  Assn,  of  Retail  Druggists 

Retail  druggists 

U.  S.  V.  1 ir^t/?za-Caro/itta  Chemical  Co 

Fertilizer.  _ 

U.  S.  V.  MacAndretvs  & Forbes  Co 

Licorice  ])aste 

1907 

C7.  S.  V.  American  Ice  Co 

Tee 

U.  S.  V.  Chandler  Ice  6c  Cold  Storage  Plant 

do.^ 

U.S.v.Gloyd.  .. 

Tdimher 

c.  s.  V.  Reople's  Ice  6c  Fuel  Co 

Ice. 

U.  S.  V.  DeAfund  Lumber  Co 

Lumber 

U.  S.  V.  Phoenix  llholesale  Meat  6c  Produce  Co 

V.  S.  V.  Standard  Oil  Co.  of  N.  J 

Wholesale  meat  . 
Oil  .. 

U.  S.  V.  Hogg. . 

T dim  her 

U.  S.  V.  Atlantic  Investment  Co 

Naval  stnre.s 

U.  S.  V.  American  Seating  Co 

Do 

Church  furniture 

(in  1 

U.  S.  V.  Sania  Rita  Store  Co.  Santa  Rita  Mining  Co 
U.  S.  V.  Reading  Company 

Mine  company  store 
Coal 

1908 

V.  S.  V.  National  Umbrella  Frame  Co 

Umbrella  frames 

U.  S.  V.  American  Tobacco  Co 

Tobacco 

U.  S.  V.  Stafford  Affa.  Co 

Church  furniture 

U.  s.  V.  J)u  Pont  de  Nemours  6c  Co  ' 

Munitions 

U.  S.  V.  One  Hundred  and  Seventy-Fire  Cases  of  Cigarettes 
1.7  .S.  V.  Corbett  Stationery  Co 

Tobacco 

Office  supplies 

U.  S.  V.  Union  Pacific  Coal  Co 

Coal 

1'.  S.  V.  Simmons 

PlumlxTs’  supplies 
Railroads 

U.  S.  V.  Union  Pacific  R.  j?.  Co 

U.  S.v.  Ray  ... 

T.ahnr  iininn 

Do.  - 

do 

U.  S.  V.  Stiefvater. 

Plumbers’  supplies.. 
Naval  stores 

U S.  V.  American  N^aval  Stores  Co 

U.  S.  V.  New  York,  New  Haven  6:  Hartford  R.  R.  Co 
U.  S.v.  Parks 

Railroads,.  

Payier 

1909 

U.  S.  V.  Allen  Bros.  Co 

..  ..do 

1910 

U.  S.  V.  American  Sugar  Refining  Co 

Sugar 

U.  S.  V.  Alhia  Box  6c  Paver  Co 

Par>er  board 

U.  S.  V.  Steers 

Tobacco  producers 
Window  glass 

U.  S.  V.  Imperial  Windov)  Glass  Co 

U.  S.  V.  National  Packing  Co 

M('at  packers 

Do 

dn 

U.  S.  r.  Cudahy  Packing  Co 

do 

V.  S.  V.  Afissouri  Pacific  Ry.  Co 

Railroads 

U.  IS.  V.  Southern  MTiolesale  Grocers'  Assn 
U.  S.  V.  Great  Lakes  Towing  Company 

Wholesale  grocers 
Towing 

U.  S.  V.  Chicago  Butter  6c  Egg  Board 

Trade  board 

1911 

U.  S.  V.  Patten  . 

Cotton 

(J.  s.  V.  Standard  Sanitary  Alfa.  Co 
U.  S.  V.  Swift. . 

Enameled  ware 

Meat  packers 

Fertilizer 

u.  s.  V.  John  Reardon  6c  Sons  Co 

U.  s.  V.  Standard  Sanitary  Affa.  Co 
U.  S.  V.  American  Sugar  Refining  Co 

Enameled  ware 
Sugar 

U.  S.  V.  Purington  . . 

Paving  products 
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Cases  instituted  under  Federal  antitrust  law,  July  1890-July  1946,  by  fiscal  years 

ending  June  SO — Continued 


Title  of  case 

Industry 

Proceeding 

1911 

17.  S.  V.  General  Electric  Co 

Electric  lamps 

Equity. 

Do. 

Criminal. 

Equity. 

Criminal. 

Do. 

Do. 

Equity. 

Criminal. 

Equity. 

Do. 

Criminal. 

Equity. 

Criminal. 

Equity. 

Do. 

Do. 

Criminal. 

Equity. 

Do. 

Criminal. 

Do. 

Equity. 

Do. 

Do. 

Criminal. 

Do. 

Do. 

Do. 

Do. 

Do. 

Equity. 

Criminal. 

Equity. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Criminal, 

Equity. 

Do. 

Do. 

Criminal. 

Equity. 

Criminal. 

Equity. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Criminal. 

Equity. 

Do. 

Crimina 

Do. 

Equity. 

Do. 

Do. 

Do. 

Criminal. 

Do. 

Equity. 

U.  S.  V.  Hamburg-American  Co 

Steamships 

U,  S.  V.  Geer 

Paper  board 

U.  S.  V.  Eastern  States  Retail  Lumber  Assn 

Retail  lumber. 

XI.  S.  V.  Whiting 

Milk  ... 

XI.  S.  V.  Holmes 

Retail  lumber 

17.  iS.  V.  Palmer . . 

Copper  wire 

17,  S.  V.  Periodical  Clearing  House 

Maeazine.s  . 

1912 

C7.  S.  V.  Pearce 

Wall  paper 

U.  S.  V.  Lake  Shore  Ry.  Co 

Coal 

U.  S.y.  Harwich.. _ 

Retail  lumber 

U.  S.  V.  Hunter  Millino  Co 

Flour  . 

U.  S.  V.  Standard  Wood  Co 

Kindline  wood 

17.  5.  V.  Winslow 

Shoe  machinery 

17.  jS.  V.  Colorado  Wyoming  Lumber  Dealers  Assn. 

Wholesale  lumber  .... 

17.  S.  V.  Hollis 

do 

17.  -S.  V.  U.  S.  Steel  Corp 

Steel- . 

U.  S.  V.  Cotton... 

Labor imion  . .... 

XI.  S.  V.  National  Cash  Register  Co 

Cash  registers 

XJ.  S.  V.  United  Shoe  Machinery  Co 

Shoe  machinery  ■ 

U.  S.  V.  Haines 

Tiabor  union 

Do 

do  

17.  S.  V.  Pacific  Coast  Plumbing  Supply  Assn 

Plumbing  supplies... 

U.  S.  V.  Keystone  Watch  Case  

Watch  cases/.. 

U.  S.  V.  American  Naval  Stores  Co 

Naval  stores 

U.  S.  V.  New  Departure  Mfg.  Co. 

Coaster  brakes 

17,  S.  V.  North  Pacific  Wharves  & Trading  Co 

Wharves,  Alaska 

Do 

do 

U.  S.  V,  Pacific  & Arctic  Ry.  Co 

Steamships,  Alaska 

Do 

do  ...... 

U.  S.  V.  Patterson 

Cash  registers., 

17.  5.  V.  American-Asiatic  S.  S.  Co.. 

Steamships 

17.  S.\.  Miller 

Charcoal. 

17.  S.  V.  International  Harvester  Co 

Aerioultural  machinerv 

17.  5.  V.  Aluminum  Co.  of  America 

Aluminum. 

17.  S.  V.  Side  ken 

Coffee  . . 

17.  S.  V.  Prince  Line,  Ltd 

Steamships 

1913 

17.  S.  V.  Central- West  Publishing  Co 

Publishing 

U.  S.  V.  Associated  Bill  Posters 

Billboard  advertising  

U.  S.  V.  Motion  Picture  Patents  Co 

Motion-picture  patents 

XI.  S.  V Payne 

Trade-union 

17.  S,  V.  Masters  Horseshoers’  NaVl  Protective  Assn 

Horseshoes 

U.  S.  V.  Philadelphia  Joblnng  Confectioners  Assn... 

Candv  jobbers  ..  . 

U.  S.  V.  Elgin  Board  of  Trade 

Butter  . 

17.  S.  V.  Mellen 

Railroads 

U.  S.y.  Kellogg  Com  Flake  Co 

Cornflakes.  

17.  jS.  V.  Page 

Fruits  and  vegetable's  . . 

U.  S.  V.  Krentler-Arnold  Hinge  Last  Co... 

Shoe  lasts  

U.  S.  V.  United  Shoe  Machinery  Co.  of  N.  J. 

Shoe  machinery 

T7.  S.  V.  Chicago  Foard  of  Trade 

Grain 1 

U.  S.  V.  Cleveland  Stone  Co 

Stone 

U.  S.  V.  Lackawanna  R.  R.  Co 

Coal 

U.  S.  V.  McCaskev  Register  Co 

Cash  registers.. 

U.  S.  V.  InternaVl  Brotherhood  of  Electrical  Workers 

Labor  union... 

U.  S.  V.  Corn  Products  Co ’ 

Corn  products 

U.  S.  V.  American  Thread  Co 

Thread  ... 

U.  S.  V.  Burroughs  Adding  Machine  Co 

Adding  machines 

17.  S.  V.  American  Coal  Products  Co 

Coal  t^ 

17.  S.  V.  Terminal  R.  R.  Assn 

Railroads 

U.  S.  V.  New  Departure  Mfg.  Co 

Bicycle  and  motorcycle  parts 

Tiabor  union 

U.  S.  V.  White. .1 

U.  S.  V.  Eastman  Kodak  Co 

Kodak  supplies 

U.  S.  V.  Quaker  Oats  Co 

OatmeAl  . . . 

U.  S.  V,  Hippen 

Fruits  and  vegetable.s 

1914 

U.  S.  V.  Thompson.. 

Cotton  

U.  S.  V.  American  Telephone  <Sc  Telegraph  Co 

Telephone 

U.  S.  V.  Reading  Company 

Coal  . . . 

17.  S.  V.  National  Wholesale  Jewelers*  Ass 

Jewelry 

t7.  5^.  V.  American  Can  Co 

Tin  cans 

17.  S.  V.  White 

Labor  union 

U.  S.  V.  Hayes 

-do  ... 

U.  S.  V.  Southern  Pacific  Co 

Railroads 

1 
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Title  of  case 

Industry 
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1914 

17.  S.  V.  Lehigh  Valley  R.  R.  Co. 

Coal  

Equity. 

U.  S.  V.  Knauer  , 

Plumbing  supplies 

Criminal. 

U.  S.  V.  American  Wringer  Co 

Clothes  wringers - 

Do.  1 

1915 

U.  S.  V.  Booth  Fisheries  Co.. 

Fish  

Do. 

17.  S.  V.  New  York,  New  Haven  & Hartford  R.  R.  Co 

Railroads  

Equity.  1 

U.  S.  V.  Western  Cantaloupe  Exchange 

Cantaloups 

Criminal. 

U.  S.  V.  Collins . 

Country  produce,  

Do. 

U.  S.  V.  McCoach 

Plumbing  supplies 

Do. 

U.  S.  V.  Irving 

do  - 

Do. 

U.  S.  V.  Rockefeller , . _ _ _ 

Railroads  

Do. 

C7  S.  V.  Chapman __  _ 

Wrecking  

Do. 

U.  S.  V.  King  . . 

Potatoes  

Do. 

U.  S.  V.  Artery 

Labor  union  __ 

Do. 

U.  S.  V.  Boyle 

do 

Do. 

XJ.  S.  V.  Bowser  <5c  Co 

Gasoline  storage  tanks 

Equity.  | 

1916 

17.  iS.  V.  United  Shoe  Machinery  Corp 

Shoe  machinery 

Do. 

U.  S.  V.  Rintelen 

War  spies 

Criminal. 

U,  S.  V.  Bopp  - _ 

do  

! Do. 

1917 

U.  S.  V.  Cowell  

Cement 

Do. 

t7.  S.  V.  Jensen  Creamery  Co 

Dairy  products 

Do. 

U.  S.  V.  Aileen  Coal  Co.  

Coal 

Do. 

U S.  V.  Algoma  Coal  & Coke  Co  . . 

do 

Do. 

U S y Baker-Whiteley  Coal  Co  . . 

do  

Do. 

U,  S.  V.  Simpson 

Milk 

Do. 

U.  S.  V.  Mead  ..  

Newsprint 

Do. 

U S y.  Chicago  Mosaic  Tiling  Co  ..  

Tile  ‘ . 

Do, 

U.  S.  V.  National  Association  of  Master  Plumbers 

Plumbing  supplies 

Equity. 

17.  S.  V.  M.  Piowaty  & Sons..  ..  

Onions 

1 Criminal. 

U.  S.  V.  Gilman  

Eggs.. 

Do. 

C7.  5.  V.  New  England  Fish  Exchange 

Fish 

Equity. 

1918 

U S y.  Pan-American  Commission  Corp  

Sisal  

Do. 

U.  S y.  St.  Clair  

Bread 

Criminal. 

IT  S V Nnfirmnl  Retail  Monument  Dealers  Assn 

Monuments 

Do. 

XT  S V Nash  Bros  ........ 

Fruit 

Do. 

17.  S.  V.  Webster  ..  

Auto  accessories 

Do. 

17.  dS.  V.  Kluge  . . . . 

Woven  labels 

Equity. 

t7  S V.  Paris  Medicine  Co  

Drugs.  . _ 

ho’ 

17.  S V.  Barton  ..  

Grocery  dealers 

Criminal. 

17.  S.  V.  Mead  . . 

Newsprint 

Equity. 

17.  fii  V.  Discher  . . ’ 

Auto  bumpers 

Do. 

C7.  S V.  Belfi  — i 

Tiles - 

Criminal, 

U.  S.  y.  Colgate  Co  . 

Toilet  articles 

Do. 

U S V.  Booth  Fisheries  Co  _ 

Fish  

Equity. 

XT  S V.  Tnferlake.n  Mills  

Book  cloth 

Do.’ 

17.  V.  Victor  Talking  Machine  Co  . 

Talking  machines.  . 

Do. 

17.  S.  V.  Ironite  Co  . . . . 

Powdered  iron 

Criminal. 

XT.  iS?  V’  Schrader’s  Son.  . . 

Tire  valves  

Do. 

XT.  S V.  Button  Export  Ac.  Trading  Corp  . . ...  . ... 

Buttons 

Equity. 

1919 

U.  S.  V.  American  Cone  Ac  Wafer  Co  . 

Ice  cream  cones 

Do. 

XT.  S V Sumatra  Purchasing  Corp  . ..  

Tobacco., 

Criminal. 

U.  S.  V.  Western  Cantaloupe  Exchange 

Cantaloupes 

Equity. 

U.  S.  V.  Klaxon  Horn  Co  . 

Auto  horns 

Do. 

1920 

17,  S.  V*  Atlas  Portland  Cement  Co  . 

Cement 

Do. 

XT.  S V.  Alphons  Custodis  Chimney  Construction  Co 

Chimnevs 

Criminal, 

U.  S.  V.  American  Assn,  of  Wholesale  Opticians 

Wholesale  opticians 

Equity. 

17.  S.  y.  Ironite  Co  . 

Powdered  iron I 

Do. 

XT.  S V American  Column.  A‘  Lumber  Co 

Lumber  

Do. 

XT.  S.  V Swift  Ar  Company  

Meat  packers.  

Do. 

IT.  *Si.  V.  Colgate.  Ac.  Co  _ _ __ 

Toilet  articles, 

Criminal. 

17.  S.  V.  Sumatra  Purchasing  Corp  . 

Tobacco  . . 

Equity. 

17.  S.  V.  Barbers*  Supply  Dealers  Assn  

Barbers'  supplies 

Do. 

17.  jS.  V.  American  Linseed  Oil  Co 

Linseed  oil 

Do. 
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1921 

U.  S.  V.  Consolidated  Music  Corp 

U.  S.  V.  Moore^. 

Do... 

XJ.  S.  V.  California  Associated  Raisin  Co 

V,  S.  V.  Goodwin-Oallagher  Sand  A Gravel  Corp.  .1.11 

U.  S.  V.  Albany  Chemical  Co.. 11111 

U.  S.  V.  Goodwin-Gallagher  Sand  d Gravel  Corp 

V.  S.  V.  Andrews  Lumber  Mill  Co.. l.Il”  ' 

U.  S.  V.  Poster  Advertisers  

17.  S.  V.  Miller 

17.  S.  V.  Corrugated  Paper  Mfrs.  Assn 

U.  S.  V.  Southern  Pine  Assn 

U.  S.  V.  Jones 

U.  S.  V.  Alpha  Portland  Cement  Co I””l 

17.  S.  V.  Smith 3 

U.  S.  V.  Kern.. Ill” 

C.  S.  V.  American  Coated  -Popfr'Colllllllllllllllllll 

V.  S.  V.  American  Lithographic  Co 

XJ.  S.  V.  Clow  & Sons. 

XJ.  S.  V.  Chicago  Master  Steam  /^vVri’yiMnV.  llllll 

U.  S.  V.  Biegler  Company 

XJ.  S.  V.  Cement  Mfrs.  ”1111111111111111111 

1922 

t7  S.  V.  Atlas  Portland  Cement  Co 

(7.  iV.  V.  Alexander  & Reid  Co 1111111111111111 

U.  S.  V.  Andrews  Lumber  & Mill  Co.. ..11 

17.  S.  V.  Atlantic  Terra  Cotta  Co 

XJ.  S.  V.  American  Terra  Cotta  d:  Ceramic  'Co 

XJ.  S.Y.  Norcross, 

U.  S.  V.  Mid-West  Cement  Credit  i StatisticaVPureau 

t'.  S.  V.  Johnston  Brokerage  Co 

C.  *S.  V.  Central  Foundry  Co.. Ill 

C.  S.  V.  Cement  Securities  Co... 11111 

C.  S.  V.  Tile  Mfrs.*  Credit  Assn..  . 

XJ.  S.  V.  Peters 

U.  S.  V.  National  Enameling  & Stam^^^^^ 

X . S.  v.  Bricklayers*,  Masons*  d*  Plasterers*  International 
Xnton. 

U.  5.  V.  L^nited  Gas  Improvement  Co.. 

C.  5,  V.  Lehigh  Portland  Cement  Co 

X^.^.  V.  American  Window  Glass  Co.,  Johnston  Brokerage 

XJ.  S.  V.  Wickwire  Spencer  Steel  Corp 

XJ  S.  V.  American  Terra  Cotta  d Ceramic  Co 

XJ.  S.  V.  0*Brien 

C.  S.  V.  XJn'ded  Gas  Improvement  Co 

1923 

C.  V.  Trenton  Potteries  Co 

C.  S.  V.  Schrader*s  Son  11111 11 

C.  S.  V.  Railway  Employees*  'Departnieni'ofAyf  'of  'L 

X.  S.\.  Clements.... 

X\  S.  V.  Williams 

C.  S.  V.  Powell 11111 

V.  S.  V.  Fur  Dressers*  i Fur  byer8*~Assn 

V.  S.  V.  Iludnut 

C.  S.  V.  Ilarvel... 111111  * 

C.  S.  V.  Gypsum  Industries  Assn 

C.  S.  V.  N^at’l  Assn  of  Window  Glass  Mfrs 

C.  -S.  V.  Bastin 

C.  S.  V.  Reilly.. 111111” 

C.  S.  V.  Ilency 111111 

C.  .S.  V,  Krypfok  Co... ..lllllllllll 

X^.  S.  V.  Maple  Flooring  Mfrs.*  ~Asm llllllll”  1 

jr*  ‘S'  york  Coffee  d Sugar  Exchange/inc 

X . S.  V.  W estern  Pine  Mfrs.*  Assn  * _ 

C , S.  V.  Industrial  of  San  Francisco 

1924 

XJ.  S.  V.  American  Chain  Co 

U.  S.  V.  Live  Poultry  Dealers*  J^otective  Asm  '.  V. 

XJ.  S.  V.  Mitchell  Brothers*  Co. 

XJ.  S.  V.  General  Electric  Co.. lllllllllllllll 

U.  S.  V.  NaVl  Mallealde  d Steei  Casfings  Co  


Industry 


Copyripfhted  music 
Steamship  brokers . . 

do. 

Raisins 

Sand... [**' 

Drups. 11"‘ 

Sand 

Building  trades 

Outdoor  advertising 
Rubber  heels 
Corrugated  paper.. 

Dumber 

Coal  ..1111 

Cement Ill 

Coal  dealers 

Music  rolls 11111 

Glazed  paper.. 

Lithographed  labels. 
Plumbing  supplies. 
Heating  apparatus.. 

— do 

Cement 11" 


do.. 

Tiles 

Building  trades.”” 

Terra  Coita 

do 

Cement. 1 

.---do 1111 

Window  glass 

Soil  pipe 11 

Cement 

Tile.. llir" 

Hay 

Galvanized  tubs'll 
Labor  union 

Incandescent  lamps. 

Cement 

Window  glass 

Kitchen  utensils 

Terra  cotta.. 

Labor  union 1 

Incandescent  lamps. 


Sanitary  pottery. 

Tire  valves  

Labor  union 

do._ 11” 

do _.l” 

do ” 

Fur  dressers  and  dyers 

Perfumes 

Labor  union 

Gypsum ”” 

Window  glass. 

do ' 

Labor  union.. 

do 1” 

Optical  goods 

Flooring  

Sugar. 

Lumber 11” 

Building  trades 11” 


Auto  bumpers. 
Poultry  dealers 

Flooring 

Klectric  lamps. 
Iron  castings... 


Proceeding 


Equity. 

Criminal. 

Equity. 

Do.* 

Criminal. 

Equity. 

Do. 

Criminal. 

Do. 

Equity. 

Do.’ 

Do. 

Criminal. 

Do. 

Do. 

Equity. 

Do.* 

Do. 

Criminal. 

Do. 

Do. 

Equity. 


Criminal. 

Do. 

Do. 

Do. 

Do. 

Equity. 

Do. 

Criminal. 

Do. 

Equity. 

Do. 

Criminal. 

Equity. 

Do. 

Criminal. 

Do. 

Do. 

Equity. 

Criminal, 

Do. 

Equity. 


Criminal. 

Equity. 

Do. 

Criminal. 

Do. 

Do. 

Equity. 

Do. 

Criminal. 

Equity. 

Do. 

Criminal. 

Do. 

Do. 

Equity. 

Do. 

Do. 

Do. 

Do. 


Do. 

Do. 

Criminal. 

Equity. 

Criminal. 
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1924 

U.  S.  V.  Southern  Calif.  Grocers’  Assn 

Grocery  dealers 

Equity. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Criminal. 

Equity. 

Criminal. 

Do. 

Do. 

Do. 

Equity.. 

Do. 

Do. 

Criminal. 

Do. 

Do. 

Do. 

Equity. 

Criminal. 

Equity. 

Do. 

Do. 

Do. 

Do. 

Criminal. 

Equity. 

CriminaL 

Equity. 

Do. 

Do. 

Criminal. 

Equity. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Criminal. 

Equity. 

Do. 

Do. 

Criminal, 

Do. 

Equity. 

Do. 

Do. 

CriminaL 

Equity. 

CriminaL 

Equity. 

Crimi^, 

Libel. 

Equity. 

Do. 

Do. 

Criminal. 

U.  S.  V.  Utah-Idaho  Wholesale  Grocers*  Assn 

do 

XJ.  S.  V.  California  Wholesale  Grocers*  Assn 

do-_  _ _ 

XJ.  S.  V.  Jeffrey  Manufacturing  Co 

Coal-cutting  machinery 

II.  S.  V.  Wheeler-Osaood  Co.. 

Fir  doors 

U.  S,  V.  Standard  Oil  Co.  (Indiana) 

Gasoline 

1925 

U.  S.  V.  Seattle  f^roduce  Assn 

Farm  produce 

XJ.  S.  V.  Sisal  Sales  Corp 

Sisal 

XJ.  S.  V.  Oregon  W^holesale  Grocers* 

Grocery  dealers 

XJ.  S.  V.  Colgate  & Co 

Toilet  articles 

U.  S.  V.  Lindsley  Bros.  Co.. 

Cedar  poles 

XJ.  S.  V.  Nat'l  Peanut  Cleaners  <Sc  Shelters  As.m 

Pe^uf  cleaners  and  shellers 

Trade  union 

XJ  S.  V.  Fitzgerald 

U.  S.  V.  Coye 

Refrigerator  manufacturers 

Chair  Tnannf«etnrer« 

XJ.  S.  V.  Baker 

U.  S.  V.  Brown. 

Furniture 

U.  S.  V.  One-Piece  Bifocal  Lens  Co 

Optical  supplies 

XJ.  S.  V.  Tanners  Products  Co 

T aoners  products 

XJ.  S.  V.  Carson  Brewing  Company 

Ice 

1926 

U.  S.  V.  National  Cash  Register  Co  . 

Cash  registers  ^ 

XJ.  S.  V.  Berkey  dc  Gay  Furniture  Co. 

Furniture 

XJ.  S.  V.  Aulsbrook  & Jones  Furniture  Co 

do 

U.  S.  V.  Lav  Fish  Company 

Fish  - 

U.  S.  V.  Porcelain  Appliance  Corp 

Porcelain  insulators 

XJ.S.x.Krewoski  

Labor  union 

XJ.  S.  V.  Flower  Producers  Cooperative  Assn 

Florists 

U.  S.  V.  Whrd  Food  Products  Corp 

Bakerv'  j»rodiict.s 

XJ.  S.  y.  National  Food  Products  Corp 

..  _do.  

U.  S V.  Noland  Company,  Inc  . 

Plnmhinv  simnlies 

XJ.  S.  V.  Lay  Fish  Company.  

Fish 

S.  V.  Shreve,  Treat  & Eacrel..  . 

Jewelry  retailers 

1927 

U.  S.  V.  Leibner  <fe  Company^. 

Fish  . . 

U.  S.  V.  Mitchell 

T^ahor  union 

XJ.  S.  V.  Southern  Hardware  Jobbers*  Assn 

Hardware  jobbers 

XJ  S.  V.  Rand  Kardex  Bureau.. 

Office  furniture 

XJ.  S.  V.  Eighteen  Karat  Club  .. . 

Jewelry  retailers  _ 

U,  S.  y.  American  Agricultural  Chemical  Co  

Fertilizer 

XJ.  S.  V.  American  Amusement  Ticket  Mfrs*.  Assn 

Amusement  ticket  manufactur- 
ers. 

Hardware  retailers 

XJ.  S.  V.  California  Retail  Hardware  <Sc  Implement  Assn 

U.  S.  V.  National  Gum  dc  Mica  Co 

Adhesive  compounds 

XJ.  S.  V.  National  Hat  Frame  Assn.,  Inc 

Hat  frames 

U.  S.  V.  Journeyman  Stone  Cutters  Assn 

Labor  union 

17.  S.  V.  Northwest  Shoe  Finders  Credit  Burenu 

Shoe  findings 

XJ.  S.  V.  Deutsches  Kalisyndikat  GeseUschaft 

Pota.sh  . ...  

XJ.  S.  y.  Richmond  Distributing  Corp  .. 

Candv  jobbers 

XJ.  S.y.  Allied  Cleaners  dc  Dyers  of  Seattle 

Pressing  machinery 

1928 

XJ.  S.  V.  Gillette  Safety  Razor  Co  

Razors  and  razor  blades 

U.  S.  V.  Maine  Co-Operative  Sardine  Co.. 

Sardines  

XJ.  S.  y.  Columbus  Confectioners*  Assn _ 

Candy  jobbers . . 

U.  S.  V.  Baumgartner ...  .. 

do 

17.  S.  V.  Berger  Manufacturing  Co-  

Metal  lath. 

XJ.  S.  V.  The  Fernald  Co.  dk  ^ule  Steel  Co 

. do  _ 

17.  <S.  V.  Chicago  Assn,  of  Candy  Jobbers 

Candv  jobbers  . 

XJ.  S.  V.  Asbestos  Corporation,  Ltd 

Asbestc« 

XJ.  S.  V.  Metro-Goldwyn-Mayer  Distributing  Corp 

Motion  pictures  _ 

XJ.  S.  y.  Amsterdamsche  Chininefabriek 1 

Quinine  derivatives 

Do.... 

do 

XJ.  S.  y.  Great  Lakes  Steamship  Co 

Steamships  

U.  S.y.  Wallace 

Labor  union 

XJ.  S.  V.  383,340  Ounces  of  Quinine  Derivatives. 

Quinine  derivatives 

U.  S.  y.  Paramount-Farhous-Lasky  Corp 

Motion  pictures  . 

V.  S.  V.  First  National  Pictures,  Ihc. 

do 

U.  S.  V.  Candy  Supply  Company. 

Candy  jobbers 

XJ.  S.y.  Myers 

Labor  union 1 
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Cases  instituted  under  Federal  antitrust  law,  July  1890~July  1946,  by  fiscal  years 

ending  June  SO — Continued 


Title  of  case 

Industry 

1929 

U.  S.  V.  General  Outdoor  Advertising  Co 

Outdoor  advertising 

U.  S.  V.  Barnard  dc  Co 

Shirting  cloth 

U.  S.  V.  Greater  N.  Y.  Live  Poultry  Chamber  of  Commerce 

Poultry  dealers 

U.  S.  V.  Painters'  Disi.  Council  No.  U of  Chicago,  etc 

Labor  union 

U.S.  V.  Confectioners'  Club  of  Baltimore.. 

Candv  iobbers 

U.  S.  V.  West  Coast  Theaters,  Inc 

Motion  pictiirp^ 

U.  S.  V.  Alden  Paper  Co 

Watcrmarlrcd  nnnor 

U.  S.  V.  Balaban  dc  Katz  Corp ... 

Motion-nictnrp  PThiKUnre 

U.  S.  V.  Motion  Picture  Theater  Owners  ofOkla 

..do 

U.  S.  V.  Bates  Valve  Bag  Corp  ... 

Bae-filliop  mflchinpc 

U.  S.  V.  Greater  N.  Y.  Live  Poultry  Chamber  of  Commerce. 

Poultry  dealers 

U.  S.  V.  Great  Western  Sugar  Co  . 

Beet  sugar 

U.  S.  V.  Atlantic  Cleaners  dc  Dyers,  Inc.  . 

Cleaning  and  dyping 

U.  S.  V.  Glaziers  Local  No.  27  of  Chicago 

Labor  union 

U.  S.  V,  Evansville  Confectioners'  Assn 

Candv  jobbers 

U.  S.  V.  Ludowici-Celadon  Co... 

Roofing  tile 

17.  S.  V.  LudOwtei- Celadon  Co 

. do 

C7.  S.  V.  West  Coast  Theatres.  Inc 

Motion  pictures 

1930 

U.  S.  V.  Great  Western  Sugar  Co.. 

Beet  sugar 

U.  S.  V.  Fox  Theatres  Corp.. 

Motion  pictures 

U.  S.  V.  Warner  Bros.  Pictures,  Inc.  . 

do 

U.  S.  V.  Pittsburgh-Erie  Saw  Co  

Saw  frame*;  and  hladp« 

U.  S.  V.  Greater  N.  Y.  Live  Poultry  Chamber  of  Commerce. 

Poultry  dealers 

U.  S.  V.  Standard  Oil  Co.  of  Calif... 

Gasoline 

U.  S.  y.  Foster  dc  Kleiser  Co  . .. 

Outdoor  ad  vprti*;iricr 

U.  S.  V.  Radio  Corporation  of  America  . 

Radio 

U.  S.  V.  Painters'  District  Council  No.  2 

Labor  union 

U.  S.  V.  5,898  Cases  Sardines 

Sardines 

U.  S.  V.  A.  B.  C.  Canning  Co 

do 

U.  S.  V.  Wool  Institute,  Inc 

Woolen  goods 

1931 

V.  S.  y.  West  Coast  Theatres.  Inc.  . 

Afotion  pictures 

U.  S.  y.  Asphalt  Shingle  dc  Roofing  Institute 

Roofing  products 

U.  S.  V.  Bolts,  Nut  dc  Rivet  Mfgrs. 

Bolts,  nuts,  and  rivets 

U.  S.  V.  S^iQur  Institute 

Sugar 

17  «S.  V.  Mercer 

Trucking 

1932 

U.  S.  V.  International  Business  Machines  Corp 

Business  machines 

U.  S.  y.  Corn  Derivatives  Institute 

Corn  proiiiicts 

U.  S.  y.  Appalachian  Coals.  Inc 

Coal 

1933 

U.  S.  V.  United  Theaters,  Inc.. 

IVTotion  pictures 

U.  S,y.  Fox  West  Coast  Theatres. 

do 

U.  S.  V.  Millinery  Quality  Guild,  Inc 

Millinery 

U.  S.  y.  Union  Pacific  Produce  Co 

Artichokes 

U.  S.  V.  Nevada  Northern  Railway  Co.. 

Railroads 

17.  5.  V.  Fish  Credit  Assn.,  Inc 

Fish 

U,  S,  V.  National  Retail  Credit  Assn 

Credit  information 

1934 

U.  S.  y.  Weiner *_ 

Poultry  dealers  { 

U.  S.  V.  Market  Truckmen's  Assn. 

Trucking..  

U.  S.  y.  Local  No.  202  of  the  International  Brotherhood  of 

Labor  union. 

Teamsters. 

U.  S.  y.  Protective  Fur  Dressers  Corp 

Fur  dressers 

U.  S.  V.  Needle  Trades  W^orkers  Industrial  Union. 

Labor  union 

U.  S.  V.  Fur  Dressers  Factor  Corp 

Fur  dressers  .... 

U.  S.  y.  United  Sea  Food  W'orkers  Union 

Labor  union 

17.  S'.  V.  Lockwood  dc  Winant 

Fish 

U.  S.  y.  McGlone  

Labor  union 

U.  S.  y.  Kansas  City  Ice  Co 

Ice  . 1 

1935 

U.  S.  y.  Dress  Creators  League  of  America 

Dress  manufacturers 

U.  S.  V.  Party  Dress  Guild,  Inc 

. .do  ... 

U.  S.  V.  Half-Size  Dress  Guild,  Inc... 

do  --  

U.  S.  y.  American  Society  of  Composers,  Authors  dc  Pub- 

Copyrighted  music 

Ushers. 

U.  S.  V.  McGlone 

Labor  union  f 

U.  S.  V.  W’arner  Bros.  Pictures,  Inc 

Motion  pictures 

Proceeding 


Equity. 

Do. 

Criminal. 

Equity. 

Do. 

Criminal. 

Equity. 

Do. 

Do. 

Do. 

Criminal. 

Do. 

Equity. 

Do. 

Do. 

Criminal. 

Equity. 

Criminal. 


Do. 

Equity. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Libel. 

Equity. 

Do. 


Do. 

Do. 

Do. 

Do. 
Criminal 


Equitv. 
Do. 
Do. 


Do. 

Do. 

Do. 

rimi 

Do. 

Do. 


contempt, 

r^riminal. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 


Do. 

Do. 

Do. 

Do. 


Do. 
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Cases  insiiiuied  under  Federal  antitrust  laWj  July  1890— July  1946,  hy  fiscal  years 

ending  June  SO — Continued 


Title  of  case 


1935 

XT,  S.  V.  Republic  Steel  Corp 

U.  S.  V.  Mother  

17.  S.  V.  Columbia  Gas  Electric  Corp 
U.  S.  V.  liaise  


1936 


Industry 


Steel - 

do 

Natural  gas 

Credit  information 


Proceeding 


Equity. 

Do. 

Do. 

Criminal 

contempt. 


V.  S.  V.  Warner  Bros.  Pictures,  Inc 

t7.  5.  V.  Local  No,  S02  of  Int'l  Brotherhood  of  Teamsters 

U.  S.  V.  Warner  Bros.  Pictures,  Inc-. 

U,  S.  V.  Textile  Beftnishers  Assn.,  Inc 


Motion  pictures 

Labor  union 

IVTotion  pictures 
Cloth  sponging- 


Equity, 

Criminal. 

Equity, 

Do, 


1937 


U.  S.  V.  Standard  Oil  Co.  (Indiana)-, 
U.  S.  V.  SoronvA  'acuum  Oil  Co.,  Inc 

17.  -S’.  V.  Oramlich 

17.  S.  V.  Interstate  Circuit,  Inc 

U.  S.  V.  Standard  Oil  Co.  (Indiana)., 
U.  S.  V.  Socony-Vacuum  Oil  Co.,  Inc 

17.  S.  V.  McQlone.. 

U.  S.  V.  Ethyl  Gasoline  Corp 

U.  S.  V.  Aluminum  Co.  of  A merica.. 


Gasoline 

do 

Labor  union... 
Motion  pictures 

Gasoline. 

do 

Labor  union. .. 

Ga.soline 

Aluminum 


Criminal 

Do, 

Do. 

Equity. 

Criminal. 

Do. 

Do. 

Equity. 

Do. 


1938 


U.  S.  V.  Ox  Fibre  Brush  Co 

17.  S.  V.  Dairymen^s  Assn.,  Ltd.. - 

U.  S.  V.  Dairymen's  Assn.,  Ltd 

17.  V.  Postal  Telegraph  dc  Cable  Corp 

V.  S.  V.  Western  Union  Telegraph  Co.. 

U.  S.  V.  Hawaii  Brewing  Corp.,  Ltd 

U.  S.  V.  Chrysler  Corp --- 

U.  S.  V.  Ford  Afofor  Co 

17.  S.  V.  General  Motors  Corp 

U.  S.  V.  Local  807  of  International  Brcftherhood  of  Teamsters, 

Chauffeurs,  Stablemen  dc  Helpers  of  America. 


Brushes 

Milk,  Honolulu 

do 

Telegraph 

do 

Beer,  Honolulu. 
Auto  financing. 

do 

do 

Labor  union... 


1939 


Do. 

Criminal. 

Do. 

Equity. 

Do. 

Criminal. 

Do. 

Do. 

Do. 

Do. 


V.  S.  V.  Paramount  Pictures,  Inc 

17.  5.  V.  The  Borden  Co 

17.  iS.  V.  National  Dairy  Products  Corp. 
U.  S.  V.  Columbia  Gas  dc  Electric  Corp 

U.  S.  V.  Chrysler  Corp 

U.  S.  V.  Ford  Motor  Co 

17,  S.  V.  Barney  Balaban 


Motion  picturc-s 

Fluid  milk 

Ice  cream 

Natural  gas 

Auto  financing.. 

do 

Motion  pictures 


U.  S.y.  American  Medical  Assn 
U.  S.  V.  The  Cooper  Corp 


Medical  services 
Auto  tires 


V.  S.  V.  Griffith  Amusement  Co 

U.  S.  V.  Wine,  Liquor  <&  Distillery  Workers  Union,  Local 

U,  S.  V.  Imperial  Wood  Stick  Co.,  Inc.. 


Motion  pictures 
Labor  union 

Candy  stick 


1940 


Equity. 

Criminal. 

Do. 

Equity. 

Do. 

Do. 

Criminal 

contempt. 

Criminal. 

Triple 

damagesi 

Equity. 

Criminal. 

Equity. 


17,  jS.  V.  Crown  Fellerbach  Corp. 

U.  S.  V.  Local  807  of  the  InternU'l  Brotherhood  of  Teamsters, 
Chauffeurs,  Stablemen  & Helpers  of  America. 

U.  S.  V.  Kraft  Paper  Assn... 

U.  S.  V.  Underwood-ElHott-Fisher  Co - -- 

U.  S.  V.  ^hine  Chain  Theatres,  Inc - 

U.  S.  V.  National  Container  

U.  S.  V.  Crescent  Amusement  Co.,  Inc. 

tf.  S.  V.  Fox  West  Coast  Theatres  Corp — 


Newsprint 

Labor  union 

Kraft  paper 

Typewriters 

Motion  pictures 

Paperboard 

Motion  pictures 
do 


17.  iS.  V.  Local  639,  Internaiional  Brotherhood  of  Teamsters... 

tf.  S.  V.  The  Assn,  of  American  Railroads 

U.  S.  V.  William  L.  Hutcheson - 

17.  S.  V.  Local  mu.  Wine,  Liquor  dc  Distillery  Workers 
Union. 

U.  S.  V.  Glaze-Bite — 

U.  S.  V.  General  Petroleum  Corp.  of  Calif - 

U.  S.  V.  Long  Island  Sand  dc  Gravel  Pr(  ducers  Assn 

U.  S.  V.  Wheeling  Tile  Co - 

U.  S.  V.  ^'oluntary  Code  of  Heating,  Piping  dc  Air  Condi- 
tioning Industry  for  Allegheny  County,  Pa. 

U.  S.  V.  Hartford-Empire  Co 


Labor  union.. 

Railroads. 

Labor  union,  building  trades 

Labor  union 

Building  trades 

Gasoline 

Building  trades 

do 

do 

Glass  containers.. 


Criminal. 

Equity. 

Criminal. 

Do. 

Equity. 
Criminal. 
Equity. 
Criminal 
contempt. 
Criminal. 
Equity. ' 
Criminal. 
Equity. 

Criminal 

Do. 

Do. 

Do. 

Equity, 

Do. 


I 


I 
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Cases  instituted  under  Federal  antitrust  law,  July  1890-July  1946  by  fiscal  years 
ending  June  SO— Continued  ^ ^ fiscat  years 


Title  of  case 


1940 




v:  I f 

Vt  Z:  StippfyCo~y. 

PluTnbing  and  Heating  InduMrTey Adminhfm^^ 


Industry 


V.  S.  V. 
Assn. 


li.  s. JoTephE'TnZ 

Con«<r«cno«  Trade*  Co«ac«  o/  iVea, 
rr  S'  ' * -'Mosaic  Tile  Co 

rr  S*  y*  ^^organ  Trucking' Coy, 

rr'  S’  y*  i(mf?«Aorcw^n*5  

o/(^  Co«7r«rfor*‘ 

«ro<AerAood  of  Carpenters  & Joiners  of 

it'  ‘*q  '’"•y°fii’’.‘‘‘^<i”ej'taiilerers'  Assn,  of  Long  Beach.  Calif 
Trddes  Council’  Building  & ConkrvctimV 

C.  S.  V.  Sheet  Metal  Assn 

rr-  '■•  ^yrdslee  Chandelier  Mfg.  'co 

Js'  Assn  ^‘^’l  Eieciiicai-i^iireuC 

K'  o'  ?’■  S?'  .^/“'■6/e  Dealers’  .Assn.. 

U.  i\  \ . Southern  Pmp  Aa^i  


Building  trades. 

do 

do 

do 

do 11'  

do 


Proceeding 


.do. 

.do. 


do.. 

do 

do 


.do 


do 

— do 

Labor  union . _ _ 
Building  trades. 


Labor  union 


Building  trades. 
do 


U.  sS.  V.  Southern  Pine  ‘A7m  - 

U.  S.  V.  Western  Penna.  Sand  i"Grai7fAssn 


-do 

.do 

.do 


do.. 

do 


V.  .s.  V.  Engineering  Survey  & Audit  Co 

S V Allegheny  CounYyVPa 

Comact^sAsIt^^^^ 

t . S.  V.  Marble  Contractors  Assn 


r o'  V *^/an7erCo^^^^ 


do. 

...do 


U. 


C^  I;  V. M-T. 


l\ 


U f V Assn, . 

Pa.  Plasterers^  Assn,  of  .Ulegheng'ci'uAty', 

tr’  v'  y*  Engineering  Co 


.do 

-do 

-do. 

-do. 

.do. 


do.. 

do 


rr  S*  '■  ^ Lom*  Optical  Co' 

■Trorfert'"'  Brothiih44dYfEUarkJl 

V s'  V cZtrYr^  Contractors’  Assn... 

TT*  \^^ltal  Supply  Assn..^  

L.  S.  V.  A^at  Hoffman,, . 

rr*  S'  Elliott  'FisheV'Co 

if  S*  Container  Asm  

rr'  o'  Z'  .Blumljing  & fleaiing'MerchaYY ■" 

K'  o'  ' • ^jtlV-Coodu  in  Hardwood  Co  

^Assn.'  nor*eV*'7n7era7'/;n;,;/‘ 


do 

do 

do. 

do- 


Criminal. 

Do, 

Do. 

Do. 

Do  . 
Equity. 

Do. 

Do. 

Criminal. 

Do. 

Equity. 

Criminal. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Equity. 

Criminal. 

Do. 

Do. 

Do. 

Equity. 

Do. 

Do. 

Criminal. 

Do. 


do. 

Optical  goods III'” 

Labor  union,  building  trades 


.do 


U.  V.  Glass  Contractors’  Assn 

Metai  Lmty  i^»ion 'iTSSY  Wik'  & 

V.  S.  V.  American  Potash  & Chemical  Corn 

r S'*  y*  Chemical  Corp. 

t . 6.  \.  St.  louts  Tile  Confrac^or«  Assn  

u.  |;  v.-  ifiZrl^^Ef^n^  ^odYciisMsY^Y::: 


do 

— do rrriim  ' 

Typewriters.. 

Pa^r  board 

Building  trades 


do 

Labor  union,  buildlnglfadesl”! 


.do 

do. 


r/  S'  ^^^rican  Optical  Co 

t . S.  V.  Optical  ^Y^olesalers  NaVl  Assn' 

t^.  *.  V.  John  P.  Ntck  

r s'  V ^^nZYfAmlrkaYinc: 

C.  I:  V.-  Company 

c.  S.  V.  Associated  Marble  Commn'ies' 

t . *S.  V.  JohnS’Manrille  Corn  

Atichael  Carozzo  

C.  S.  V.  Lumber  Products  Assn 

rf  S'  Gypsum  Co  

I . S.  V.  Certain-Teed  Products  Corp 


Potash 

do 

Building  trades”-* 

do-. 

do 

Optical  goods 

do ””” 

Labor  union *'  

Building  trades.”!”” 

Newspapers 

Building  trades 

do 

do  "■ 

Labor  union,  building’ tr^es 

do 

Gypsum 

do 


Equity. 

Do.‘ 

Criminal. 

Equity. 

Do. 

Criminal. 

Do. 

Equity. 

Criminal. 

Do. 

Do. 

Do. 

Do. 

Do. 

Equity. 

Do. 

Criminal. 

Do. 

Do. 

Do. 

Do. 

Equity. 

Criminal. 

Do. 

Equity. 

Criminal. 

Do. 

Do. 

Do. 

Equity. 

Criminal, 

Equity. 

Criminal. 

Equity. 

Criminal. 

Do, 

Do. 

Do. 
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Appendix  G 

Cases  instituted  under  Federal  antitrust  law,  July  1940-46,  by  fiscal  years  ending 

June  30 


Title  of  case 


Industry 


Proceeding 


U.  S.  V. 
U.  S.  V. 
U.  S.  V. 
U.  S.  V. 
U.  S.  V. 
U.  S.  V. 
U.  S.  V. 
U.  S.  V. 
U.  S.  V. 
U.  S.  V. 
U.  S.  V. 

17.  S.  V. 
U.  S.  V. 
17.  S.  V. 
U.  S.  V. 
U.  S.  V. 
U.  S.  V. 
U.  S.  V. 
U.  S.  V. 
U.  S.  V. 
U.  S.  V. 
U.  S.  V. 
U.  S.  V. 
U.  S.  V. 
17.  S.  V. 
(7.  S.  V. 


St.  Louis  Tile  Contractors’  Assn.^. 
Pausch  dc  Lomb  Optical  Company. 

Detroit  Tile  Contractors  Assn. 

Pullman  Company... 

American  Tobacco  Company 

17.  N.  Gypsum  Company 

Stevenson^  Jordan  & Harrison  

WeUington-Sears  Co.,  Inc 

Corning  C'lass  Works.. 

American  Colloid  Co 

General  Electric  Co 


Kraft  Paper  Assn. 

^IwricflTi  Seating  Co 

Porden  Company. 

ylTTi^rican  Optical  Co 

17n«’*>  Lens  Co... 

Pausch  de  Lomb  Optical  Co 

Pausch  dc  Lomb  Optical  Co 

lPe«f€r7j  Pine  Assn 

P.  Goedde  <fe  Company 

West  Coast  Lumbermen's  Assn 

American  Petroleum  Inst 

Smoot  Sand  dc  Gravel  Corp 
General  Motors  Corporation... 
Southern  Calif.  Marble  Assn,. 
ylrtAwr  Morgan  Trucking  Co.. 


U.  S.  y.  Levine  Waste  Paper  Company. 

17.  S.  V.  Wholesale  Waste  Paper  Co 

17.  5.  V.  Electrical  Solderless  Sen  ice\Connector  Inst. 


Building  trades 

Military  optical  instruments — 

Building  trades 

Sleeping  cars,  rolling  stock 

Tobacco... 

Gypsum  products 

Wrapping  paper 

Aircraft  fabrics 

Glass  bulbs 

Bentonite  patents. 

Hard-metal  compositions  and 
tools. 

Wrapping  paper  and  bags 

School  furniture 

Labor  unions,  milk 

Optical  goods — . 

Bifocal  lenses 

Soft-Lite  lenses..- 

Bifocal  lenses 

Lumber  

Labor  unions  building  trades — 

Lumber - 

Oil  and  oil  products 

Sand  and  gravel 

Automobile  financing 

Marble  

Labor  unions  hauling-contrac- 
tion  materials. 

Waste  paper — - 

do 

Electrical  connectors 


Equity. 

Do. 

Do. 

Do. 

Criminal. 

Equity. 

Do. 

Criminal. 

Do. 

Do. 

Do. 

Equity. 

Criminal. 

Equity. 

Do. 

Do. 

Do. 

Do. 

Criminal. 

Do. 

Do. 

Equity. 

Do. 

Do. 

Do. 

Do. 

Criminal. 

Do. 

Equity. 


U.  S.  V.  Freihofcr  Paking  Co - 

U.  S.  V.  Freihofer  Paking  Co 

U.  S.  V.  I tarbison- Walker  Pefractories  Co.. 

U.  S.  V.  General  Electric  Co - 

U.  S.  V.  Proadcast  Music,  Inc 

U.  S.  V.  Institute  of  Carpet  Manufacturers 

U.  S.  V.  Food  Distributors  Assn 

(7.  S.  V.  Albion  TVin  Slate  Co 

U.  S.  V.  Aluminum  Co.  of  America - 

U.  S.  V.  ^Iwerican  yiagnesium  Corp 

U.  S.  V.  Dow  Chemical  Company 

L7.  S.  V.  Wayne  Pump  Co 

U.  S.  V.  Wayne  Pump  Co 

U.  S.  V.  American  Society  of  Composers,  .4u/Aors,  and 
Publishers. 

U.  S.  V.  Western  Pine  Assn 

C7,  N.  V.  Western  Washington  Wholesale  Grocers 

U.  S.  V.  National  Fertilizer  Assn... 

U.  S.y.  Beatrice  Creamery  Co 

(7.  S.  V,  Harbor  District  Lumber  Dealers  Assn 

U.  S.  V.  E.  L.  Bruce  Company .!... 

XI.  S.  V.  American  Surgical  Trade  Assn. 

U.  S.  V.  .4merican  Society  of  Composers,  Authors,  and 
Publishers. 

U.  S.  V.  Redwood  Limch  Club 

17.  S.  V.  Southwestern  Woodwork  Assn... 

U.  S.  V.  Southern  California  Gas  Co... 

17.  N.  V.  Westinghouse  Electric  Supply  Co — 

U.  S.  V.  Eli  Lilly  dc  Co 

U.  S.  V.  Ideal  Cement  Company 

U,  S.  V.  National  Retail  Lumber  Dealers  Assn 

U.  S.  V.  Mountain  States  Lumber  Dealers  .Aw/i 

U.  S.  V.  W.  C.  ^ll  Services,  Inc 

D.  N,  V.  West  Coast  Lumbermen’s  Assn 

U.  S.  V.  Associated  Marble  Companies... 

U,  S.y.  Seattle  Fish  Exchange - 

U.  S.  V.  Washington  Brewers'  Institute 

U.  S.  V,  Washington  Wholesale  Tobacco  dc  Candy  Distrib- 
utors. 

U.  S.  V.  Sheffield  Farms  Co 

U.  S.  V.  National  Lumber  Mfgrs.  Asm 

U.  S.  V.  Beckley-Cardy  Co 

V.  S.y.  Connecticut  Food  Council 

U.  S.  V.  Great  Atlantic  dc  Pacific  Tea  Co 


Bread — 

do 

Magnesite  brick  

Electric  lamps  and  equipment. . 
Radio  broadcasting,  sheet  music 

Rugs  and  carpets 

Food  products 

Quarrying  slate. 

Magnesium 

do 

Magnesium 

Computer  gasoline  pumps 

do - - 

Radio  broadcasting,  sheet  music. 


Lumber  manufacturers 

Grocery  products — . 

Fertilizer  materials — 

MOk... 

Lumber  products 

Hardwood  flooring 

Surgical  supplies 

Radio  broadcasting 


Redwood  lumber 

Mill  work 

Gas  range. 

Refrigerator 

Drugs - 

Building  trades 

do - 

do - 

do 

do 

do 

Fish 

Beer - 

Tobacco 


Milk 

Building  trades 

Composition  blackboard. 

Grocery  products 

Bread 


Criminal. 

Do. 

Do. 

Equity. 

1)0. 

Do. 

Criminal. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Equity. 

Criminal. 

Do. 

Do. 

Equity. 

Do. 

Criminal. 

Equity. 

Criminal. 

Do. 

Do. 

Do. 

Do. 

Do, 

Do. 

Do. 

Do. 

Equity. 

Do. 

Criminal. 

Do. 

Do. 

Do. 

Equity. 

Criminal. 

Do. 

Do. 
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Cases  instiluied  under  by  fiscal  years  ending 


Title  of  case 


Industry 


. Allied  Oiemical  & Due  Corn 

Dried  Fruit  Assn,  of  Calif  

Evaporated  Milk  Assn II'IIIII 

Conner s League  of  Calif. 

Monterey  Sardine  Industries 

Battery  Separator  Mfgrs.  Asm  

California  Rice  Industry 

Canned  Pea  Marketing  Inst  

American  Meat  Institute  

American  Refractories  Inst  

Central  Die  Casting  & Mfg  Co  

Pol  and  Grocery  Bureau  of  Southern  CaUf''' 
Wholesale  Tobacco  Dealers  Bureau  of  So.  Calif.. 


F^ertihzer Eauitv 

Dried  fruit CrimiMl 

Evaporated  milk 

Canned  fruit Do* 

Fish... m 

Battery  separators.  Do* 

Rice.. • 

Canned  Peas Do* 

Meat Do 

Refractory  products..  Do’ 

Die  cast  pulleys Do* 

Grocery  products Do* 

Tobacco  and  candy Do* 


U.  S.  V.  Kraft  Cheese  Comvanti 

U.  S.  V.  Wilson  <fc  Co 

^jUsn'ofCaW^  i Air  CoridHioning'~Contrac^^^^^^^ 

\fctouAlsZ  Electrical  Can- 

U S.  V.  ^oduce  ^change  of  Los  Angeles 

Vr'  o Exchange  of  Los  Angeles II” 

Vf  o ^parator  Manufacturers  Assn 

U.  S.  V.  The  Cudahy  Packing  Co 

U.  S.  V.  Kearney  <Se  Tucker IH‘I 

U.  S.  V.  Alba  Pharmaceutical'Co.V. 

U.  S.  V.  Alba  Pharmaceutical  Co. 

17.  S.  V.  The  Bayer  Co. I 

U.  S.  V.  Synthetic  Nitrogen  ProducirCorh 

V.  S.  V.  San  Pedro  Fish  Exchange  

U.  S.  V.  Kraft  Cheese  Co I 

U.  S.  V.  The  Great  Atlantic'^  Pacific  Tea  Co 

U. S.v.  Ctah  Products  Assn.  _ 

V.  V,  California  Rice  Industr'y.V.V. 

U.  S.  V.  Monterey  -Sardine  IndusirieV.'. 

17.  S.  V.  Barber-Colman  Co * 

U.  S.  V.  Cranberry  Canners ...W. 

U.  S.  V.  Schmidt  Lithograph  Co  

U.  S.  V.  Armour  <&  Co IHH  

U.  S.  V.  General  Electric  Co ”11 

U.  S.  V.  Retail  Lumbermen's  Assn.  

V.  S.  V.  W.  C.  Bell  Services... ” 

U.  S.  V.  Massachusetts  Food  Council' 

U.  S.  V.  Connecticut  Food  Council.. 

U.  S.  V.  Waltham  Watch  Company I 

17.  jS.  V.  Hamilton  Watch  Company.. 

U,  S,  V.  Elgin  National  Watch  Co. 

XJ.  S,  V.  Tennessee  Retail  Grocers  Assn 

y.  S.  V.  Empire  Hat  <fc  Cap  Mfa.  Co  

17.  S.  V.  Su^^i  dc  Co 

U,  S.  V.  Atlantic  Commission  Co... I 

U.  S.  V.  Schering  Corporation... 

U.  S.  V.  Ciba  Pharmaceutical  Prodti^s 

C.  5.  V.  ^lius  Weltzien  dc  Schering  Corp  

U.  S,  V.  Roche-Organon . 

U.  S.  V.  Maine  Food  Council 

U.  S.  V.  Schering  Corporation IIIIIIII  I'” 

XJ.  S.  V.  The  Swiss  Bank  Corporation 

y.  S.  V.  California  Fruit  Growers  Ex'. 

U.  S.  V.  General  Dyestuffs  Corporation 

y.  S.  V.  General  Aniline  Film  Corp.ll 

XJ.  S.  V.  Dietrich  A.  Schmitz  

XJ.  S.  V.  John  Morrell  de  Co  

XJ.  S.  V,  Rhode  Island  Food  Cown'ci7.”ririIIIII”IIII 

U.  V.  Columbia  Broadcasting  System 
U.  S.  V.  Radio  Corporation  of  America I.-IIIIIIIIII”” 

D.  S.  V.  National  Retail  Lumber  Dealers  A ssn 

XJ.  S.  V.  Whitehead  Bros.  Co ”H 

U.  S.  V.  Brooker  Engineering  Co I.IIII  

U.  S.  V.  American  Waxed  Paper  Assn.l  

Vt‘  « V^Wnia-Carolina  Clays 

XJ.  S.  V.  Freightways- I'“" 

17.  V.  National  Wholesale  Druggists  Assn 

XJ.  S.  V.  Ideal  Cement  Co.. 

17.  S.  V.  Imperial  Chemical  /«dM«fn>5”II””IIIIII”IIII’" 


Cheese.. Ha 

Meat II  

Building  trades 1 Equity. 

do T) 


Electrical  equipment Do. 

iggs"':::::::::::: 

Criminal. 



Fertilizer 

Fish IIIi:  

Cheese criminal. 

ao  Da 

Cannedfood..  Da 

Machine  tool. Do* 

Meat...„_.__.___._:  g®- 

Carboloy Do 

BuUdmg  trades 1:.’::  Equity. 

Grocery  products,. II"'  Do" 

™ Do. 

do Da 

Grocery 1..!!!!!"!  Do! 

Army  hats  and  caps  Do* 

Meatpacking IH:;:: 

Drug,.::::::::::::::::::::::;::: 

-—.do Pq 

Fruit  Criminal. 

Chemical Do 

Chemical,  film Do 

Photoprinting. Do 

Meat  packing ...IIIIIII  Do! 

Food-  Equity, 

Radio  Broadcasting.. j)o. 

do Do 

Building  trades Do* 

Bentonite HI  Do 

Electrical  contracting..  Do 

WMedpaper-. Criminal. 

Brick,  tile Do 

Motor  transport HHH  Equity. 

Criminal. 

FeSr:':.\\-:::::::::::::::::: 
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Cases  instituted  under  Federal  antitrust  law,  July  1940-4^,  by  fiscal  years  ending 

June  80 — Continued 


Title  of  case 


Industry 


Proceeding 


U.  S.  V. 
U.  S.  V. 

U.  S.  V. 

V.  S.  V. 
U.  S.  V. 
U.  S.  V. 
U.  S.  V. 
U.  S.  V. 
U.  S.  V. 
17.  S.  V. 
U.  S.  V. 
U.  S.  V. 
17.  S.  V. 
U.  S.  V. 
U.  S.  V. 

U.  S.  V. 

V.  S.  V. 
U.  S.  V. 
U.  S.  V. 
U.  S.  V. 
U.  S.  V. 
U.  S.  V. 
U.  S.  V. 
U.  S.  V. 
17.  S.  V. 
U.  S.  V. 
U.  S.  V. 
17.  S.  V. 
17.  S.  V. 
U.  S.  V. 
U.  S.v 
U.  S.  V. 
U.  S.  V. 
U.  S.  V. 
U.  S.  V. 
U.  S.  V. 
17.  iS.  V. 


Union  Hardware  dc  Metal  Co.. Hardw 

St.  Joseph  Stockyards  Co Meat. . 

Wholesale  Wastepaper  Co Wastet 

California  Retail  Grocers  dc  Merchants  Assn Food.. 

Swift  dc  Co. Meat-. 

Colorado  Wholesale  Wine  dc  Liquor  Dealers  Assn..  Alcoho 

Aqua  Systems Mnc Aircraf 

National  Cheese  Institute - Cheese 

Wisconsin  Cheese  Exchange.  do. 


Hardware Criminal. 

Meat... — „F)o. 

W astepaper. E qui  ty . 

Food Criminal. 

Meat 

Alcoholic  beverages Do. 

Aircraft  fueling. Do. 

Cheese Do. 

do  Do. 


Standard  Oil  Company  (NJ.V.'.V.V.'.V.V.'.V. Synthetic  rubber. Do. 

Standard  Oil  Company  iN.  J.) Petroleum - Equity. 

Naiional  Assn,  of  Retail  Druggists Drug  - 

Aluminum  Company  of  America Magnej?ium Equip\ 

French  Bauer,  Inc Milk.. Criminal. 

Dubuque  Cooperative  Dairy  Marketing  Assn ..do. - DO- 

Tennessee  Retail  Grocers  Assn Food j'O- 

Utah  Wholesale  Grocery  Co do._ Do. 

St.  Joseph  Stock  Yards  Co  - Meat.. - . 

Retail  Furniture  Dealers  Assn,  of  So.  Calif- Gas  range. Equity. 

Southern  California  Gas  Co Refrigerator. - Do. 

Allied  Chemical  dc  Dye  Corporation Dyestuffs... Lriminai. 

American  Brass  Co.. - - Flexible  tubing Do. 

American  Brass  Co  — "do. g?' 

Associated  Serum  Producers - Animal  medicines do. 

New  England  Bakers  Assn Bread. Do. 

Floyd  M.  Sherwood Meat.. Do. 

E.  I.  du  Pont  de  Nemours  dc  Company. Explosives do* 


Dairy  Cooperative  Assn Milk Do. 

Columbia  River  Packers  Assn Fish... - Do. 

American  Air  Filter  Co - Ajr  filter 

Solvay  Process  Co - ^Quiiy. 

Monsanto  Chemical  Co Chemicals.. Lrimmai. 

E.  I.  du  Pont  de  Nemours  dc  Co do._ Do. 

Victor  Chemical  Works - do - go. 

E.  I.  du  Pont  de  Nemours  dc  Co do.. go. 

Mutual  Chemical  Co.  of  America j®'" g^‘ 

K I.  du  Pont  de  Nemours  Co do — i-'O. 


t7.  S.  V. 

XI.  S.  V. 
U.  S.  V. 
17.  S.  V. 

u.  s.  V. 
U.S.  V. 

XJ.  S.  V. 
17.  S.  V. 

tors. 

U.  S.  V. 
17.  S.  V. 
D.  S.  V. 
C7.  S.  V. 
U,  S.  V. 
U.  s.  V. 
17.  S.  V. 
U.  S.  V. 
XJ.  S.  V. 
XJ.  S.  V. 
U.  S.  V. 
17.  S.  V. 
U.  S.  V. 
u.  S.  V. 
U.  S.  V. 
U.  S.  V. 
17.  S.  V. 
17.  -S.  V. 
U.  S.  V. 

U.  S.  V, 
U.  S.  V 
U.  S.  V 
U.  S.  V 
U.  S.  V 
XJ.  S.  V 
U.  S.  V 
U.S.v 
U.  S.v 
U.  S.y 


Washington  Wholesale  Grocers Grocery  products — 

Vehicular  Parking^  Ltd-.. Parking  meters 

General  Tire  dc  Rubber  Co. Tireretreading...  . .. . . .... 

American  Federatiofi  of  Musicians Labor  unions;  electrical  tran- 

scriptions. 

Rohm  <&  Haas  Co Plastics. 

E.  /.  du  Pont  de  Nemours  dc  Co.,  Aug.  10, 1942 do  

Climax  Molybdenum  Co - — Molybdenite 

Waskingtoii  Wholesale  Tobacco  dc  Candy  Distribu~  Tobacco 

The  Associated  Press Newspaper 

Halibut  Liver  OH  }*roducers - — ^ itamin  oil 

The  Sperry  Corporatio7i Aircraft  instruments 

Kingan  dc  Company,  Inc - 

Schmidt  Lithograph  Co Lithographing 

Swift  dc  Co.. Meat,  hogs 

Armour  dc  Co  - — r'r 

Bemis  Bro.  Bag  Co Open  mesh  bags — 

Produce  Exchange  of  L.  A 

Seattle  Fisk  Exchange - Fish  ....... 

Aqua  Systems,  Inc.. Airplane  fueling  systems 

. California  Fruit  Growers  Exchange,  Nov.  10, 1942..  Fruit..-. 

, Bendix  Aviation  Corp Aircraft  instruments — 

, South-Eastern  Underwriters  Assn 

The  Lannin  Corp Medicinal  bark 

, The  New  York  Great  A dc  P Tea  Co Food.. 

. General  Electric  Co Lami>s 

, The  Procter  & Gamble  Co.,  Civ.  2590. Soap 

. American  Federation  of  Musicians Labor  umons;  phonograph  rec- 

ords. 

, American  Bosch  Corp Aircraft  equipment 

. Glen  Aldin  Coal  Co - Coal.  

. Linen  Supply  Board  of  Trade  of  N.  J — Laundry 

. Consolidated  Laundries  Corp - do 

. Linen  Supply  Assn,  of  Gr.  N.  Y do 

. Flatwork  Assn,  of  Greater  N.  Y- - do 

. Towel  Supply  Assn,  of  Greater  N.  Y 

. Safeway  Stores,  Inc - Growry 

. The  Kroger  Grocery  dc  Baking  Co zx--. 

. Ozark  Canners  Assn.,  Jan.  26, 1943 — Canmng — 


Equity. 

Do. 

Do. 

Do. 

Criminal. 

Do. 

Equity. 

Do. 


288 


ECONOMIC  CONCENTRATION  AND  MONOPOLY 


Cases  instituted  under  Federal  antitrust  law,  July  1940-46,  by  fiscal  years  ending 

June  SO — Continued 


Title  of  case 


Industry 


Proceeding 


U,  S.  V.  Parker  Rust  Proof  Co 

U.  S.  V.  Wapne  Pump  Co 

U.  S,  V.  Halibut  Lirer  Oil  Producers 

V.  S.  V.  The  Ray  Area  Painters  <fe  Decorators  Joint  Com 

U.  S.  V.  The  Fruit  & Produce  Trade  Assn,  of  N.  Y. 

U.  S.  V.  New  York  State  Pharmaceutical  

17.  S.  V.  Tarpon  Springs  Sponge  ittchange 

C7.  S,  V.  Aerofin  Corp 

17.  S.  V.  National  Unit  Distributors,  Inc 'I. 

U.  S.  V.  Standard  Coat,  Apron  Linen  Service 

U.  S.  V.  Morgan  Laundry  Service 

17.  S.  V,  Millers  National  Federation 

U.  S.  V.  Retail  Dry  Goods  Assn. 

U.  S.  V.  American  Air  Filter  Co 

U.  S.  V.  Swift  Company * ~ 

U.  S.  V.  Afiddlewest  Motor  Freight  Rureau 

U.  S.  V.  Flatwork  Assn,  of  Gr.  N.  York 

U.  S.  V.  Towel  Supply  Assn,  of  Greater  N.  Y 

U.  S.  V.  Linen  Supply  Roard  of  Trade  of  N.  J 

17.  5.  V.  Linen  Supply  Assn,  of  Greater  N.  Y. 

U.  S.  V.  National  Lead  Company 


Rust  proofing,  metal  priming,.!  Equity. 

Computer  pumps Criminal. 

Vitamin  oil Do. 

Painting  materials III  Do! 

Trucking  fruit  and  vegetables  ..  Do. 

l>nig Do. 

Si>onge Do. 

Air-conditioning Equity 

Chinaware Criminal. 

Laundry Do 

do Do. 

Flour Do. 

Ncwspai^r  advertising Do. 

A ir-conditioning E quity . 

Meat,  lambs Criminal. 

Motor  transport Do. 

Laundry Do! 

do Do. 

do Do. 

do Do. 

Titanium Do 


U.  S.  V.  R.  Q.  Ruser  Silk  Corp 

L\  S.  V.  Auditorium  Conditioning  Corp 

U.  S.  V.  Spokane  Fuel  Dealers  Credit  Assn  . 

U.  S.  V.  Merck  dc  Co 

U.  S.  V.  General  Chemical  Co. IIII 

(7.  5.  V.  National  Unit  Distributors,  Inc 

U.  S.  V.  The  Forestal  Land,  Timber  <k  Railways. 

U.  S.  V.  The  Rail  Joint  Company 

U.  S.  V.  Imperial  Chemicals  Industries,  Lid. 

U.  S.  V.  Allied  Van  Lines... 

V.  S.  V.  California  Cotton  Mills  Co IIIIIIII 

U.  S.  V.  L.  S.  Eldridge  & Son 

U.  S.  V.  The  N^ew  York  Great  A P fea  'Co.W. 

U.  S.  V.  Eastern  Gas  Sc  Fuel  Associates 

U.  S.  V.  The  Neto  York  Central  Railroad  Co.. .II 

17.  S.  V,  L7  5,  Alkali  Export  Assn 

U.  S.  V.  \Vm.  S.  Gray  Sc  Co I 

17.  S.  V.  The  Diamond  Match  Co 

17.  S.  V.  Rufus  DeWitt  King... I. IIII 

U.  S.  V.  Household  Finance  Corp 

U.  S.  V.  The  Rarre  Granite  Assn. 

C7,  5.  V.  National  Lead  Company 


Ribbon, Do. 

Air  conditioning Eauitv 

Coal,  Wood, Do 

I>rug..._ Do! 

Chemical.. Criminal. 

C h ina ware E quity. 

Quebracho Do. 

Rail  joint  bars Do! 

Dyestuffs Do. 

Motor  transport- Do. 

Twine,  rope I Criminal. 

Fish.., Do. 

Grocery j;)o 

Coke Do. 

Freight  transportation, Equity. 

Alkalis Do 

Methanol IIIIH  Criminal. 

Match E quity. 

Lo:m Criminal. 

do Do. 

Gninite Do. 

Titanium Equity. 


C . S.  V.  The  Association  of  American  Railroads 

U.  S.  V.  Wm.  S.  Gray  Co. I HH 

U.  S.  V.  The  Hart-Carter  Co 

U.  S.  V.  Rorax  Consolidated,  Ltd IIIIII 

V.  S.  V.  Rorax  Consolidated  Ltd IIIIIIIIIIIII! 

U.  S.  V.  Ice  Refrigeration  Company 

V.  S.  V.  Line  Material  Company IIIIIIIIII  " 

U.  S.  V.  Allegheny  Ludlum  Steel  Corp IIIIIII! 

C7.  ,S.  V.  The  Klearflax  Linen  Looms  IIIII! 

U.  S.  V.  Affiliated  Ladies  Apparel  Carriers  Assn 

U.  S.  V.  Cloak  & Suit  Trucking  Assn J 

U.  S.  V.  General  Electric  Co. I’ 

U.  S.  V.  Allegheny  Ludlum  Steel  Corp 

U.  S.  V.  DeReers  Consolidated  Mines,  Ltd IIIIII 

U.  S.  V.  Growers  ^inayice  Corp 

U.  S.  V.  Westinghouse  Electric  & Mfg.  Co.,  Aprl'l^I  msI' 

U.  S.  V,  Market  Truckmen's  Assn 

C.  S.  V.  C7.  S.  Machine  Corp IIIIIIII 

XJ.  S.  V.  The  Electro  Storage  Rattery  Co 

U>  S.  V.  Libbey-Owens-Ford  Glass  Co 

U.  S.  V.  Affiliated  Ladies  Apparel  Carriers  Assn,  of  the 
Eastern  Area. 

U.  S.  V.  Cloak  & Suit  Trucking  Assn 

U.  S.  V.  American  Locomotive  Co.. IIII' 

U.  S.  V.  Cement  Institute.. I 


Rail  transportation. 

Methanol 

Farm  machinery... 

Borax 

do 


Ice 

Drop-out  fuses 

Steel-.. 

Rug Ii; 

Dress  delivery 

Coat  delivery 

Electrical  equipment 

Steel I_ 

Commercial  diamonds 

Trucking,  produce 

Electrical  equipment 

Trucking,  fruits  and  vegetables. 

Coal  stokers 

Storage  battery.. 

Flat  glass 

Dress  transportation 


Do. 

Do. 

Do. 

Criminal. 

Equity. 

Criminal. 

Equity. 

Criminal. 

Equity. 

Criminal. 

Do. 

Equity. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 


Cloak  and  suit  transportation,. 

Railway  springs 

Cement 


U.  S.  V.  Women's  Sportswear  Manufacturers  Assn. 

17.  5.  V.  InternaUonal  Salt  Co 

17.  5.  V.  Permutit  Co.. 


Sport  garments... 

Salt II 

Water-conditioning  equipment,. 
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Cases  instituted  under  Federal  antitrust  laWj  July  by  fiscal  years  ending 

June  30 — Continued 


Title  of  case 


1946 

U.  S.  V.  Washington  Culvert  & Pipe  Co 

U.  S.  V.  Western  Precipitation  Co 

(7.  iS.  V.  Asheville  Mica  Co 

U.  S.  V.  Wet  Ground  Mica  Assn 

U.  S.  V.  Electrical  Apparatus  Export  Assn 

CT.  S.  V.  Pacific  Greyhound  Lines 

(7.  S.  V.  Association  of  Limb  Mfgrs 

(7.  8.  V.  Seophony  Corporation  of  America. 

C7.  -S.  V.  The  Consolidated  Car-Heating  Co. 

t7.  iS.  V.  The  Liquidometer  Corp... 

U.  S.  V.  Milk  Haulers  & Dairy  Workers  Union  Local  916 
Inlernafional  Rrotherhood  of  Teamsters,  Chauffeurs,  Ware- 
housemen A Helpers  of  America. 

U.  S.  V.  General  Motors  Corp  

U.  S.  V.  Timken-Detroit  Axle  Co 

U.  S.  V.  Catalin  Corporation  of  America. 

U.  R.  V.  Catalin  Corporation  of  America 

U.  ‘Sf.  V.  Owens-Illinois  Glass  Company 

(7.  S.  V.  The  Linde  Air  Products  Company 

U.  S.  V.  Macleod  Rureau 

U.  S.  V.  White  Cap  Co... - 

U.  S.  V.  International  Nickel  Co.. 

C7.  S.  V.  American  Lecithin  Co 

V.  R.  V.  American  Can  Company — 

17.  V.  Union  Carbide  & Carbon  Corp 


Industry 

Proceeding 

Metal  culverts  

Criminal. 

Electrical  precipitators 

Equity. 

Criminal. 

Sheet  mica  _ I 

Wet  ground  mica  

Do. 

Electrical  apparatus 

Equity. 

Do. 

Motor  transportation 

Artificial  limbs 

Criminal. 

Television  equipment 

Equity. 

Do. 

Electric  casting  machines 

Measurement  gages. 

Labor  unions 

Do. 
} Do. 

Milk  hauling 

.\utomobile  financing 

Criminal. 

Axles  --  

Equity. 

Do. 

Plastics.  

do  

Do. 

Glass  containers ' 

Do. 

Welding  rods 

Do. 

Coal  - - 

Criminal. 

Roft.le-oapping  machinerv 

Equity. 

Do. 

Nickel 

Soybean  extract 

Do. 

Tihlcans  

Criminal. 

Vanadium.. 

Do. 

Extension  of  Remarks  of  Jerry  Voorhis  of  California  in  the  House  of 

Representatives,  Monday,  July  22,  1946 


Mr.  Voorhis  of  California.  Mr.  Speaker,  the  American  people  fully  realize  that 
the  necessities  of  war  sometimes  require  overlooking  personalities  when  seeking  to 
secure  maximum  production.  During  the  war  many  oilmen  served  on  committees 
with  the  Government  even  though  just  prior  thereto  they  had  been  involved  in 
antitrust  lawsuits  with  the  Government. 

However,  looking  forward  to  peace  and  a return  of  the  competitive  system  the 
Government  should  be  most  careful  in  the  personnel  it  picks  from  industry. 

Recently  the  Department  of  the  Interior  announced  the  appointment  of  a 
National  Petroleum  Council  to  w’ork  with  its  Oil  and  Gas  Division.  I was  curious 
to  know  who  thereon  have  been  involved  in  anti-trust-law  violations,  and  hence 
submitted  the  matter  to  the  Attorney  General.  His  reply  is  most  informative  and 
1 submit  same  for  everyone^s  careful  study. 


Office  of  the  Attorney  General, 

WashingtoTit  D,  C. 

Hon.  Jerky  Voorhis, 

House  of  BeTTesentativeSj  Washington^  D.  C. 

Dear  Jerry;  I have  your  letter  of  June  29,  1946,  enclosing  the  press  release  of 
the  Department  of  the  Interior  regarding  the  formation  of  the  National  Petroleum 
Council  and  requesting  that  I forward  to  you  a brief  statement  as  to  the  antitrust 
cases  in  which  the  members  of  the  Council  have  been  involved. 

In  reply  to  your  request  I transmit  herewith  a compilation  prepared  by  the 
Antitrust  Division  from  our  records  showing  antitrust  and  Elkins  Act  cases 
involving  some  of  the  members  of  the  Council  and  the  corporations  with  which 
they  are  now  or  heretofore  have  been  connected.  Our  records  fail  to  disclose 
any  case  or  cases  involving  the  names  followed  with  the  notation  “no  record.” 

With  kind  personal  regards. 

Sincerely  yours, 

J.  Howard  McGrath, 

Acting  Attorney  Gneral. 


July  1,  1946. 
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ANTITRUST  AND  ELKINS  ACT  CASES  INVOLVING  INDIVIDUALS  AND  THEIR  CORPORA- 
TIONS ON  LIST  OF  APPOINTMENTS  TO  NATIONAL  PETROLEUM  COUNCIL 

No.  8524.  Civil:  United  States  v.  Aiyierican  Petroleum  Insiituiey  et  al.;  District 
of  Columbia;  pending. 

No.  2542,  Civil:  United  States  v.  Standard  Oil  Co,  of  Californiay  et  al.;  Northern 
District  of  C'alifornia;  final  decree  entered. 

No.  14149,  Criminal:  United  States  v.  General  Petroleum  Corp.  of  Californiay  et 
al.;  Southern  District  of  California;  nolo  contendere  pleas  entered. 

No.  11365,  Criminal:  United  States  v.  Standard  Oil  Co,  {Indiana)]  et  al.;  Western 
District  of  A^isconsin;  tried,  convicted,  and  convictions  sustained  bv  Supreme 
Court. 

No.  11364,  Criminal:  United  States  v.  Socoriy-Vacuum  Oil  Co.,  Inc.,  et  al.;  West- 
ern District  of  Wisconsin;  nolo  contendere  pleas  entered. 

No.  1 1296.  Criminal:  United  States  v.  Standard  Oil  Co.  {Indiana),  et  al.;  Western 
District  of  Wisconsin;  dismissals  and  pleas  of  nolo  contendere. 

No.  11342,  Criminal:  United  States  v.  Socony-Vacuum  Oil  Co.,  Inc.,  et  al; 
Western  District  of  W isconsin;  dismissals  entered. 

No.  2091,  Civil:  Untied  States  v.  Standard  Oil  Co.  {New  Jersey),  et  al;  District 
of  New  Jersey;  final  decree  entered. 

No.  682,  Criminal:  United  States  v.  Standard  Oil  Co.  {New  Jersey),  et  al; 
District  of  New  Jersey;  nolo  contendere  pleas  entered. 

No.' 994,  Civil:  United  States  v.  the  Pullman  Co.,  et  al;  Eastern  District  of 
Pennsylvania:  final  judgment  entered.  On  ap]jeal  on  sale  of  business. 

No.  1099,  C ivil:  United  States  v.  Columbia  Gas  & Electric  Corp.,  et  al;  District 
of  Delaware;  final  decree  entered. 

No.  14060,  Civil:  United  States  v.  the  Atlantic  Refining  Co.,  et  al;  District  of 
Columbia;  Elkins  Act  violations;  consent  judgment  entered. 

No.  16205,  Criminal:  United  States  v.  Hiram  \V.  Evans,  et  al;  Northern  District 
of  Georgia;  pleas  of  nolo  contendere  entered. 

No.  84-321,  Civil:  United  States  w Ethyl  Gasoline  Corp.,  et  al;  Southern  District 
of  New  ^ork;  final  decree  entered  after  Supreme  Court  opinion  in  favor  of 
Government. 

No.  2230,  Civil:  United  States  v.  Retail  Furniture  Dealers^  Association  of  Southern 
California;  Southern  District  of  California:  consent  decree  entered. 

No.  14843.  Criminal:  Lnited  States  v.  Westinghouse  Electric  Supply  Co.,  et  al; 
Southern  District  of  California:  pleas  of  nolo  contendere  entered. 

No.  14832,  Criminal:  United  States  v.  Southern  California  Gas  Co.,  et  al; 
Southern  District  of  California;  pleas  of  nolo  contendere  entered. 

No.  2231,  Civil:  United  States  v.  Southern  California  Gas  Co.,  et  al;  Southern 
District  of  California;  consent  decree  entered. 

K.  S.  Adams,  Phillips  Petroleum  Co.: 

(a)  Individually  named  as  active  participant  in  8524. 

{b)  Company  and  6 affiliates  are  defendants  in  8524. 

(c)  Company  a defendant  in  11365,  conviction  sustained— fined  $5,000. 

{d)  Company  a defendant  in  11364.  entering  plea  of  nolo  contendere — fined 
$15,000. 

{e)  Company  a defendant  in  11296  and  11342  from  which  dismissed. 

(/)  Company  and  4 pipe  line  affiliates  defendants  and  enjoined  in  14060. 

{g)  Director  of  APT,  corporate  defendant  in  8524. 

H.  T.  Ashton,  W^estern  Petroleum  Refiners  Association: 

(а)  Individually  a defendant  in  11365,  tried,  convicted  and  fined  $1,000  and 
conviction  sustained. 

(б)  Association  was  named  as  coconspirator  in  11296  and  11365. 

(r)  Previously  with  Socony- Vacuum  Oil  Co.,  Inc.,  a defendant  in  8524,  11365, 
11296,  11342,  11364,  and  14060. 

{d)  Individually  a defendant  in  11364  and  dismissed  but  his  company  entered 
nolo  contendere  and  fined  $15,000. 

T.  H.  Barton;  No  record. 

Burt  R.  Bay,  Northern  Natural  Gas  Co.: 

(a)  Individually  a defendant  in  1099  and  enjoined  by  decree- 
R.  H.  Blair:  No  record. 

Jacob  Blaustein:  No  record. 

Paul  G.  Blazer,  Ashland  Oil  & Refining  Co.: 

(а)  Individually  a director  of  API,  a corporate  defendant  in  8524 

(б)  An  officer  in  at  least  2 minor  corporate  defendants  in  8524. 

W^m.  R.  Boyd,  Jr.: 
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(a)  President,  director  and  chairman  of  executive  committee  of  API,  a cor- 
porate defendant  in  8524. 

Reid  Brazell:  No  record. 

J.  S.  Bridwell:  No  record. 

Russell  Brown:  No  record. 

W.  F.  Clinger;  No  record. 

Robert  II.  Collej^  Atlantic  Refining  Co.: 

(a)  Individually  named  as  active  participant  in  8524. 

(5)  Company  and  five  affiliates  defendants  in  8524. 

(c)  Company  ^nd  three  pipe-line  subsidiaries  defendants  and  enjoined  in  14060. 
{d)  Director  of  API,  corporate  defendant  in  8524. 

Stewart  Crocker,  Columbia  Gas  tfe  Electric  Co.: 

(a)  Companv  a defendant  and  enjoined  in  1099. 

Howard  A.  ^’owden:  No  record. 

Henry  M.  Dawes,  I^ure  Oil  Co.: 

(a)  Individually  named  as  active  participant  in  8524. 

{b)  Individual  defendant  in  11365,  convicted  and  dismissed  by  court  notwith- 
standing verdict. 

(c)  Individual  defendant  in  11296,  11342,  and  11364  from  which  dismissed. 
id)  ('ompany,  with  60  affiliates,  defendant  in  8524. 

{e)  C'ompany  a defendant  in  11365,  convicted  and  fined  $5,000. 

(/)  Companv  a defendant  in  11364,  entering  plea  of  nolo  contendere  and  fined 
$15,000. 

(g)  C'ompany  and  nine  pipe-line  subsidiaries  and  atfiliates  defendants  and 
enjoined  in  14060. 

{h)  Director  of  API,  corporate  defendant  in  8524. 

E.  De  Golyer;  No  record. 

O.  D.  Donnell,  Ohio  Oil  Co.; 

(a)  Individually  named  as  active  participant  in  8524. 

{b)  Company  and  five  subsidiaries  defendants  in  8524. 

(r)  Companv  a defendant  in  11364,  entering  plea  of  nolo  contendere  and  fined 
$15,000. 

{(1)  Company  a defendant  in  11342  from  which  dismissed. 

(e)  Treasurer  and  director  of  API,  corporate  defendant  in  8524.  • 

Fayette  B.  Dow:  No  record. 

J.  Frank  Drake,  Gulf  Oil  Corp.: 

(a)  Individually  named  an  active  participant  in  8524. 

(b)  Individual  defendant  in  11296  and  11365  from  which  dismissed. 

(c)  Individual  defendant  in  994,  final  judgment  having  found  him  to  have 
violated  section  2 of  Sherman  Act. 

(d)  Company  and  10  subsidiaries  defendants  in  8524. 

(e)  Company  a defendant  in  11365  from  which  dismissed. 

(/)  Company's  principal  subsidiary,  Gulf  Refining  Co.,  a defendant  in  11364, 
entering  plea  of  nolo  contendere  and  fined  $5,000. 

{g)  Ck^mpany  and  4 pipe-line  subsidiaries  defendants  and  enjoined  in  14060. 

(h)  Director  of  API,  corporate  defendant  in  8524. 

Gordon  Duke:  No  record. 

J.  H.  Dunn:  No  record. 

Janies  P.  Dunnigan:  No  record. 

Leroy  Edwards,  Southern  California  Gas  Co.: 

(a)  Company  a defendant  and  enjoined  in  2230. 

{b)  Companv  a defendant  in  14843,  entering  plea  of  nolo  contendere  and  fined 
$3,000. 

(c)  Company  a defendant  in  14832,  entering  plea  of  nolo  contendere  and 
sentence  suspended  on  condition  of  obedience  of  decree  in  2231. 

{d)  Company  a defendant  and  enjoined  in  2231. 

Richard  Fenton:  No  record. 

W.  H.  Ferguson,  Continental  Oil  Co.: 

(a)  Individually  named  an  active  participant  in  8524. 

(6)  Director  of  API,  corporate  defendant  in  8524. 

(c)  Company  and  29  affiliates  defendants  in  8524. 

{d)  Companv  a defendant  in  11364  entering  plea  of  nolo  contendere  and  fined 
$15,000. 

(e)  Company  a defendant  in  11365,  convicted  and  fined  $5,000. 

(/)  Company  a defendant  in  11296  and  11342  from  which  dismissed. 

(g)  Company  and  two  pipe-line  subsidiaries  defendants  and  enjoined  in  14060, 
R.  G.  Follis,  Standard  Oil  Co.  of  California: 
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(а)  Company  with  13  affiliates  are  defendants  in  8524. 

(б)  Compan}’  and  an  affiliate  defendants  in  14149,  enterine  pleas  of  nolo  con- 
tendere and  fined  $4,500  each. 

(c)  Company  a defendant  and  enjoined  in  2542. 

(d)  Company's  subsidiary  defendant  in  16205,  entering  plea  of  nolo  contendere 
and  fined  $6,000. 

Jacob  France,  Mid-Continent  Petroleum  Corp.: 

(a)  Individually  named  an  active  participant  in  8524. 

{b)  Individual  defendant  in  11365,  convicted  but  dismissed  bv  court  notwith- 
standing verdict. 

(c)  Individual  defendant  in  11296,  11342,  and  11364  from  which  dismissed. 

(a)  Director  of  API,  corporate  defendant  in  8524. 

(e)  Company  a defendant  in  11364,  entering  pica,  of  nolo  contendere  and  fined 
$15,000. 

(/)  Company  a defendant  in  11365,  convicted  and  fined  $5  000. 

{g)  Company  and  14  affiliates  defendants  in  8524. 

(h)  Company  a defendant  in  11296  and  11342  from  which  dismissed. 

(x)  Company  and  a pipe-line  affiliate  defendants  and  enjoined  in  14060, 

Walter  S.  Hallanan:  No  record. 

D.  P.  Hamilton:  No  record. 

Jake  L.  Hamon:  No  record. 

B.  A.  Hardey:  No  record. 

George  A.  Hill,  Jr.,  Houston  Oil  Co.: 

(a)  Individually  named  as  active  participant  in  8524. 

(b)  Vice  president  in  charge  of  production  and  a director  of  API,  corporate 
defendant  in  8524. 

W.  T.  Holliday,  Standard  Oil  Co.  of  Ohio; 

(a)  Individually  named  as  active  participant  in  8524. 

(b)  Company  and  15  affiliates  defendants  in  8524. 

(c)  Company  and  two  pipe-line  subsidiaries  di^fendants  and  enjoined  in  14060 
Eugene  Holman,  Standard  Oil  Co.  (New  Jersey): 

(a)  Director  of  API,  corporate  defendant  in  8524. 

(5)  Company  and  26  affiliates  defendants  in  8524. 

(€)  Company  and  6 subsidiaries  defendants  in  682,  entering  pleas  of  nolo 
contendere  and  fined  a total  of  $35,000. 

(d)  Company  and  6 subsidiaries  defendants  and  enjoined  in  2091. 

(e)  Company  and  11  pipeline  affiliates  defendants  and  enjoined  in  14060. 

D.  A.  Hulcy:  No.  record. 

W.  F.  Humphrey,  Tide  Water  Associated  Oil  Co.: 

(a)  Individually  named  an  active  participant  in  8524, 

(6)  Company  and  21  subsidiaries  and  affiliates  defendants  in  8524. 

(c)  Comi)any  and  subsidiary  defendants  in  14149,  dismissed  as  to  company 
and  subsidiary  entered  plea  of  nolo  contendere  and  was  fined  $4,500. 

(d)  Company  a defendant  in  11364  and  11365,  from  which  dismissed  on  tech- 
nicality, but  2 officers  entered  pleas  of  nolo  contendere  and  paid  total  fines  of 
$25,000  in  both  cases. 

(e)  Company  and  5 pipe-line  affiliates  defendants  and  enjoined  in  14060. 

(/)  Director  of  API,  a corporate  defendant  in  8524. 

{g)  Company  a defendant  and  enjoined  in  2542. 

H.  L,  Hunt:  No  record. 

A.  Jacobsen:  No  record. 

B.  Brewster  Jennings,  Socony-Vacuum  Oil  Co.,  Inc.: 

(a)  Company  and  28  affiliates  defendants  in  8521. 

(5)  Company  convicted  in  11365,  paid  fine  of  $5,000  and  conviction  sustained, 
(r)  Company  a defendant  in  11364,  entering  plea  of  nolo  contendere  and  fined 
$15,000. 

(d)  West  coast  subsimary  of  company  defendant  in  14149,  pleading  nolo  con- 
tendere and  fined  $4,500. 

(e)  West  coast  subsidiary  of  company  defendant  and  enjoined  in  2542. 

(/)  Company  and  4 pipe-line  subsidiaries  defendants  and  enjoined  in  14060. 
ig)  Vice  president  and  director  of  API,  a corporate  defendant  in  8524 
Allen  A.  Jergins:  No  record. 

Carl  A.  Johnson,  Independent  Refiners  Association  of  California,  Inc.: 

(a)  Association  a defendant  in  14149,  entering  plea  of  nolo  contendere  and  fined 
$4,500. 

(b)  Company  a defendant  in  14149,  entering  plea  of  nolo  contendere  and  fined 

$1,000. 
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Charles  S.  Jones,  Richfield  Oil  Corp.: 

(a)  Individually  named  as  active  participant  in  8524. 

(b)  Company  a defendant  and  enjoined  in  2542. 

(c)  Company  a defendant  in  14149,  entering  plea  of  nolo  contendere  and  fined 
$4,500. 

(d)  Company  and  7 affiliates  defendants  in  8524. 

(e)  Director  of  API,  a corporate  defendant  in  8524. 

W.  Alton  Jones,  Cities  Service  Co.; 

(a)  Individually  named  as  active  participant  in  8524. 

(b)  Director  of  API,  a corporate  defendant  in  8524. 

(c)  Company  with  28  affiliates  defendants  in  8524. 

(d)  Comjianv  a defendant  in  11364,  entering  plea  of  nolo  contendere  and  fined 
$30,000. 

(e)  Company  a defendant  m 11365,  convicted,  granted  new  trial  but  dismissed 
because  operating  subsidiary  conviciecl  and  fined  $5,000. 

(/)  C’ompanv  a defendant  in  11296,  entering  plea  of  nolo  contendere  and  fined 
$5,000. 

(g)  Company  1 1 pipe-line  affiliates  defendants  and  enjoined  in  14060 
Frank  Lerch:  No  record. 

Ralph  Lloyd:  No  record. 

John  M.  Lovejoy,  Seaboard  Oil  Co.  of  Delaware: 

(a)  Individually  named  as  active  participant  in  8524. 

(h)  Company  a defendant  in  8524. 

B.  L.  Majewski,  Deep  Rock  Oil  Corp.: 

{a)  Individual  defendant  in  11365,  from  which  dismissed  by  Government. 

(h)  ('oinpany  a defendant  in  11365,  11296,  11364,  and  11342  from  which 
dismissed  by  Government. 

A.  (/.  Mattel:  No  record. 

Clyde  Morrill:  No  record. 

8.  B.  Mosher,  Signal  Oil  & Gas  Co.: 

(a)  ('ompany  a defendant  in  14149,  entering  plea  of  nolo  contendere  and 
fined  $4,500. 

Henry  D.  IMoylc:  No  record. 

W.  G.  McGuire:  No  record. 

Jose])h  L.  Nolan:  No  record. 

H.  M.  McClure:  No  record. 

N.  C.  McGowen:  No  record. 

I.  A.  O'Shaughnessy,  Globe  Oil  & Refining  Co.: 

(a)  Individual!}"  a defendant  in  11365,  tiied,  convicted,  granted  new  trial  and 
entered  ])lea  of  nolo  contendere  and  fined  $5,000. 

(b)  Individually  a defendant  in  11364,  entering  plea  of  nolo  contendere  and 
fined  $2,500. 

(c)  Three  companies  defendants  in  11365,  tried  and  convicted;  conviction 
sustained  as  to  two  companies  and  fined  $5,000;  other  company  dismissed  by 
trial  court  notwithstanding  verdict  of  jury. 

(d)  Three  companies  defendants  in  11364;  one  entered  plea  of  nolo  contendere 
and  fined  $7,500;  other  two  companies  dismissed  by  Government. 

(e)  A director  of  API,  a corporate  defendant  in  8524. 

J.  R.  Parten:  No  record. 

William  T.  Payne;  No  record. 

J.  Howard  Pew,  Sun  Oil  Co.: 

(а)  Individually  named  as  active  participant  in  8524. 

(б)  Vice  president,  director,  and  chairman  of  three  committees  of  API,  a 
corporate  defendant  in  8524. 

(c)  Company  and  10  affiliates  defendants  in  8524. 

(d)  Company  and  nine  pipe  line  subsidiaries  defendants  and  enjoined  in  14060, 
Joseph  E.  Pogue:  No  record. 

Frank  M.  Porter;  No  record. 

H.  J.  Porter:  No  record. 

E.  E.  Pyles: 

(a)  Company  a defendant  and  enjoined  in  2542. 

(5)  Companv  a defendant  in  14149,  entering  plea  of  nolo  contendere  and  fined 
$1,500. 

E.  B.  Reeser,  Barnsdall  Oil  Co.: 

(«)  Individually  named  an  active  participant  in  8524. 

(b)  Individual  defendant  in  11365,  tried  and  convicted  but  granted  new  trial; 
then  entered  plea  of  nolo  contendere  and  fined  $2,500. 
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defendant  in  11364,  entering  plea  of  nolo  contendere  and  fined 

$7,500. 

(d)  Director  of  API,  a corporate  defendant  in  8524. 

(e)  Company  a defendant  in  11365,  tiied,  convicted,  granted  new  trial  but 
entered  plea  of  nolo  contendere  and  fined  $2,500. 

/=  ^ defendant  in  11364,  entering  plea  of  nolo  contendere  and 

fined  $7,500. 

(g)  Company  and  three  affiliates  defendants  in  8524  from  which  dismissed 
Walter  R.  Reitz:  No  record. 

M.  H.  Robineau:  No  record. 

W.  S.  S.  Rodgers,  The  Texas  Co.: 

(a)  Individually  named  an  active  participant  in  8524. 

(b)  Director  and  member  of  executive  committee  of  API,  a corporate  defend- 
ant in  8524. 

(c)  Individual  defendant  in  11296,  11342,  11364,  and  11365  from  which 
dismissed. 

(d)  Company  and  19  affiliates  defendants  in  8524. 

(e)  Company  a defendant  and  enjoined  in  2542. 

z.  ^ defendant  in  14149,  entering  plea  of  nolo  contendere  and 

fined  $4,000. 

(g)  Company  a defendant  in  11296,  11342,  and  11365  from  which  dismissed. 

/>  Company  a defendant  in  11364,  entering  plea  of  nolo  contendere  and 
fined  $14,000. 

(i)  Company  and  8 pipe-line  affiliates  defendants  and  enjoined  in  14060. 
Charles  F.  Roeser:  No  record. 

Arch  H.  Rowan:  No  record. 

G.  L.  Rowsey:  No  record. 

R.  S.  Shannon:  No  record. 

Harry  F.  Sinclair,  Sinclair  Oil  Corp.: 

(a)  Individually  named  as  active  participant  in  8524. 

(b)  Director  and  member  of  executive  committee  of  API,  a corporate  defendant 
in  8524. 

(c)  Company  and  25  affiliates  defendants  in  8524. 

^ (^)  Company  a defendant  in  11364,  entering  plea  of  nolo  contendere  and 
fined  $15,000. 

(e)  Company  a defendant  in  11365,  tried,  convicted,  and  fined  $5,000. 

(/)  Company  a defendant  in  14149,  entering  plea  of  nolo  contendere  and 
fined  $4,500. 

(g)  Company  and  3 pipe-line  affiliates  defendants  and  enjoined  in  14060 
W.  G.  Skelly,  Skelly  Oil  Co.: 

(a)  Individually  named  active  participant  in  8524. 

(b)  Individual  defendant  in  11364,  entering  plea  of  nolo  contendere  and 
fined  $15,000. 

(c)  Individual  defendant  in  11365,  tried,  c<)nvicted,  but  dismissed  by  trial 
court  notwithstanding  verdict. 

id)  Director  and  member  of  executive  committee  of  API,  a corporate  defendart 
in  8524. 

(e)  C'ompany  a defendant  in  8524. 

if)  Company  a defendant  in  11364,  entering  plea  of  nolo  contendere  and 
fined  $15,000. 

(g)  Company  a defendant  in  11365;  tried,  convicted,  and  fined  $5,000 

(h)  Company  and  one  pipe-line  affiliate  defendants  and  enjoined ’in  ilOOO 
Ferd  J.  Spang:  No  record. 

Reese  IT.  Taylor,  Union  Oil  Co.  of  California: 

(a)  Individually  named  as  active  participant  in  8524. 

(b)  Director  of  API,  corporate  defendant  in  8524. 

(c)  Company  a defendant  in  14149,  entering  plea  of  nolo  contendere  and 
fined  $4,500. 

(d)  Company  a defendant  and  enjoined  in  2542. 

(e)  Company  and  7 subsidiaries  defendants  in  8524. 

H.  L.  Thatcher:  No  record. 

R.  G.  A.  Van  Der  Woude,  Shell  Union  Oil  Corp.: 

(a)  Individually  named  as  active  participant  in  8524. 

(b)  Individual  defendant  in  11296,  11342,  and  11364  from  which  dismissed. 

(c)  Director  of  API,  a corporate  defendant  in  8524, 

(d)  Company  a defendant  and  enjoined  in  2542. 

(e)  Company  and  five  affiliates  defendants  in  8524. 
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(f)  Company  a defendant  in  14149,  entering  plea  of  nolo  contendere  and 
fined  $4,500. 

ig)  C^ompany  a defendant  in  11365;  tried,  convicted,  and  fined  $5,000. 

(h)  Company  a defendant  in  11364,  entering  plea  of  nolo  contendere  and 
fined  $15,000. 

(i)  Company  and  two  pipe-line  subsidiaries  defendants  and  enjoined  in  14060. 

(j)  Cornj)any\s  subsidiary  defendant  in  16205,  entering  plea  of  nolo  contendere 
and  fined  $6,000. 

W.  W.  Vaiideveer:  No  record. 

Grady  Vaughn:  No  record, 

Eric  V.  Weber,  Phireka  Oil  Co.: 

(a)  Vice  president  in  charge  of  marketing,  member  of  executive  committee,  and 
director  of  API,  corporate  defendant  in  8524. 

W.  C.  Whaley:  No  record. 

H.  C.  Weiss,  Humble  Oil  & Refining  Co.: 

(a)  Individually  named  as  active  participant  in  8524. 

(b)  Director  of  API,  corporate  defendant  in  8524. 

(c)  Company  and  several  affiliates  defendants  in  8524. 

(d)  Company  and  its  pipe-line  subsidiaiy  defendants  and  enjoined  in  14060. 

Piobert  E.  Wilson,  Standard  Oil  Co.  (Indiana): 

(a)  Director  of  API,  a corporate  defendant  in  8524. 

(h)  Company  and  28  affiliates  defendants  in  8524. 

(c)  Company  a defendant  in  11364,  entering  plea  of  nolo  contendere  and  fined 
$15,000. 

(d)  Company  a defendant  in  11365,  tried,  convicted,  and  granted  new  trial; 
entered  plea  of  nolo  contendere  to  same  offense  in  11296  and  fined  $5000. 

(e)  Company  and  four  pipe-line  subsidiaries  defendants  and  enjoined  in  14060, 

Ralph  T.  Zook:  No  record. 

Statement  of  Mr.  R.  R.  Underwood,  President  of  Knox  Glass  Associates, 

Inc.,  Knox,  Pa. 

Your  letter  of  October  16  requested  me  to  address  you  on  the  four  points 
raised: 

(1)  The  history  of  independent  glass-container  manufacturers'  efforts  to  combat 
alleged  predatory  practices  and  improve  their  competitive  position,  dates  back 
to,  possibly  1927  or  1928,  at  which  time  a number  of  independents  or  small  con- 
tainer manufacturers  equipped  their  plants  with  certain  glass-feeding  devices 
which  they  were  led  to  believe  avoided  any  patent  infringement  of  the  Hartford- 
Empire  Co.,  Hartford,  Conn.  Soon  after  the  installation  of  said  equipment,  the 
Hartford  Co.  began  to  improve  their  patent  position  with  respect  to  monopolizing 
the  field  of  glass-feeding  devices;  as  a result  they  pressed  patent  litigation  severely, 
which  resulted  in  most  of  the  independents  being  compelled  to  effect  settlement 
with  the  Hartford  people  and  take  out  restrictive  licenses  under  Hartford's 
patents — whicli,  of  course,  further  resulted  in  circumscribing  their  respective 
businesses  between  the  years  of  1932  and  1942. 

(2)  Efforts  of  the  independents  to  obtain  assistance  through  the  Department 
of  Justice  received  satisfactory  response,  and  as  a result  of  a district  court's 
decree— later  substantially  affirmed  by  the  Supreme  Court — all  restrictions  were 
removed.  (This  will  answer  your  question  No.  3.) 

(4)  The  outlook  for  the  future  of  the  independent  glass-container  manufac- 
turer holds  considerable  promise  insofar  as  the  patent  monopoly  is  concerned. 
However,  many  independents  will  be  forced  to  improve  their  plant  equipment 
rapidly  to  meet  any  postwar  competitive  situation  that  may  arise.  I feel  that 
if  the  independent  manufacturer  is  alert  and  so  manages  his'business,  the  oppor- 
tunity to  conduct  a lucrative  manufacturing  business  is  possible,  particularly  so 
since  the  patent  monopoly  has  been  corrected  as  a result  of  the  action  by  the 
Department  of  Justice. 

Statement  of  Louis  Klein,  Secretary  of  the  Incandescent  Lamp  Man- 
ufacturers' Association,  New  York,  N.  Y. 

I.  history  of  independents'  efforts  to  combat  alleged  predatory  practices 

and  to  improve  their  competitive  position 

The  incandescent  lamp  (electric  light  bulb)  industry  consists,  all  told,  of  some 
23  manufacturers.  By  means  of  a licensing  system,'  eight  of  this  number  are 
affiliated  with  the  General  Electric  Co.  This  combination  of  eight  manufactuers 
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ciominates  the  industry  to  an  extent  of  ov<t  90  percent.  Of  this  percentage 

pcrceiit ; Westinghouse,  about  20 
percent  and  the  other  SIX  afTihated  companies,  about  12  to  14  percent.  The  balance 
of  about  f)  percent  is  divided  among  15  unlicensed  manufacturers  who  comprise 
tlie  so-called  independent  group. 

To  give  you  an  idea  of  the  extent  of  the  incaiulescent  lamp  industrv,  the  Cen- 
sus Hejtort  of  the  Lmted  States  Department  of  Commerce  indicates  that  in  1945 
there  were  a tota  of  approximately  1,250,000,000  of  all  tvpes  of  incandescent 
lamps  shipped  with  a total  value  of  about  $144,148,000. 

I he  General  Electric  Co.  maintains  control  over  the  industrv  through  a natent 
structure  consisting  of  patents  most  of  which  have  never  been  adjudicated  Such 
patents  as  have  been  litigated  during  the  past  15  years  have  been  held  invalid  and 
not  infringed  by  the  court.s  so  that  today  there  are  no  adjudicated  valid  patents 
covering  the  incandescent  lami).  i 

In  adchtion  to  the  nionopoly  maintained  in  the  United  States,  the  General 
iLlech-ic  Co.  IS  the  prime  factor  in  a world-wide  international  cartel  and  with  its 
subsidiary.  International  General  Electric  Co.,  and  other  affiliated  subsidiary 

companies,  is  very  prominently  active  in  controlling  the  incandescent  lainn  field* 
throughout  the  world.  ‘ 

Lp  to  the  earlv  part  of  1933  the  independent  manufacturers  produced  and 
sold  only  about  2 percent  of  the  total  lamps  produced  and  sold  in  the  United 
• ’V' t fie  inauguration  of  the  National  Kecoverv  Act  in  the  earlv  iiart  of 
1933.  the  inde[)endent  manufacturers  organized  their  efforts  to  combat  tlie  preda- 
tory practices  of  the  monopolv  group  controlled  bv  General  Electric  and  Westing- 
hou.se.  1 he  conditions  prevailing  in  the  industry  at  that  time  and  the  status  of 
Uie  independent  group  are  set  forth  in  detail  in  a brief  filed  with  the  National 
Recovery  Administrator  for  the  Electrical  Industrv  in  1933.  As  a result  of  our 
activities  General  Electric  and  West inghou.se  were  compelled  to  di.scontinue  some 
of  the  unfair  practices  complained  of  as  follows: 

(1)  Intiimdating  merchants,  jobbers^  and  dealers  who  purchased  and  hamlled 
independent  lamps  by  threats  of  patent  infringement  suits.  We  in.sisted  that 
such  threats  and  suits  should  be  directed  to  the  independent  lamp  manufacturers 
who  wme  well  known  to  General  Electric,  and  not  to  their  customers. 

(2)  Discontinue  the  espionage  and  sjiv  system  wherebv  General  Electric  placed 
spies  as  workers  and  ofierators  in  the  factories  of  independent  manufacturers  to 
spy  and  report  on  the  extent  of  their  inanufaeturinii;  aetivities. 

(3)  Desist  from  the  practice  of  havin.u;  detectives  ai»d  iiu'estiRators  follow  the 
trucks  of  independent  manufacturers  to  ascertain  where  lamps  were  beiiiK  delivered 

^*ich  purchasers  with  j)atent  infrini^ement  suits. 

(4)  Castin^i;  aspersions  on  independent  manufacturers  and  their  products 
through  advertisi!!^  that  such  lamps  are  inferior  in  qualitv  and  thatonlv  Mazda 
lamps  will  give  satisfactory  service. 

Tliere  were  inanv  other  unfair  practices  complained  of. 

The  Independent  Manufacturers  also  organized  their  efforts  and  meager 
resources  to  defend  themselves  against  patent  iiifringemnt  suits.  The  basic 
patents  on  incandescent  lamps  had  expired,  but  in  an  effort  to  perpetuate  their 
monopoly  General  Electric  instituted  patent  infringement  suits  against  small 
independent  manufacturers,  not  on  basic  patents  for  incandescent  lamps,  but  on 
component  parts  of  such  lamps.  They  also  threatened  the  customers  of  inde- 
pendent manufacturers  such  as  jobbers,  dealers,  retailers,  and  consumers  with 
such  patent  infringement  suits. 

, example  of  the  use  by  G.  E.  of  its  patents  is  best  demonstrated  by 

tne  tiiial  outcome  of  the  suits  instituted  against  various  independent  manufac- 
turers for  infringement  of  Patent  Xo.  1,687,510  known  as  the  ‘‘Pipkin”  patent, 
inis  IS  for  an  inside  frosted  bulb,  which  is  the  empty  glass  envelope  but  not  the 
completed  lamp  including  the  tungsten  filament  and  brass  base,  etc.  This  patent 
was  litigated  for  12  years.  The  final  arguments  were  held  in  the  United  States 
Dupreme  Court  m October  1945,  5 days  after  the  expiration  of  the  patent.  Like 
other  pateiUs  of  General  Electric  it  was  held  invalid  and  not  infringed,  but  in  the 
ineantime  General  Electric  enjoyed  the  monopolv  and  abused  it  for  the  full  life 
of  the  patent. 

Prior  to  1933  the  small  independent  manufacturers  were  not  financially  strong 
enough  to  successfully  defend  themselves  against  these  unfair  attacks  bv'General 
Electric,  iherefore,  such  patent  infringement  suits  ultimately  resulted  in  a 
settlement  before  trial  whereby  the  independent  manufacturer  was  compelled  to 
sign  a consent  decree  and  to  pay  a nominal  amount,  or  as  much  as  the  traffic 
would  bear,  as  liquidated  damages. 
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Up  to  this  time  there  had  been  very  few  reductions  in  price  by  Geneial  Electric. 
\Vhen  they  realized  that  the  independent  manufactiners  were  organized  to  resist 
their  attacks,  as  above  outlined,  they  adopted  other  tactics.  They  started  reduc- 
ing prices,  hoping  in  this  way  to  drive  the  independents  out  of  business. 

In  ordei  to  maintain  their  position  in  the  industry  and  meet  those  price  reduc- 
tions, the  independent  manufacturers  used  eveiy  available  resource  and  expe- 
dient to  inciease  production,  reduce  oveihead  and  made  many  other  changes  and 
improvements  in  their  manufacturing  and  production  methods.  This  promoted 
a substantial  growth  of  their  business  so  that  within  a few  years  the  independent 
manufacturers  produced  and  sold  12  percent  of  the  total  instead  of  the  2 percent 
in  1933  as  above  leported. 

Dining  World  War  II  and  due  to  their  inability  to  obtain  high-speed  equip- 
ment, sufficient  labor,  and  materials,  the  production  of  independent  manufac- 
turers dropped  off  again  and  at  the  present  time  is  about  6 percent  of  the  total 
production  of  incandescent  and  fluorescent  lamps. 

The  growth  of  the  independent  manufacturers  during  the  years  1934  to  1939 
greatly  alarmed  the  monopoly  group  and  spurred  the  General  Elect. ic  Co.  on  to 
more  vigorous  i)rosecutiori  of  patent  suits.  In  addition  they  entered  into  vari- 
ous agreements  with  suppliers  of  important  component  parts  and  machinery 
through  which  they  tried  to  prevent  and  make  it  most  difficult  for  independent 
manufacturers  to  obtain  materials  and  equipment  necessary  to  maintain  and  pro- 
mote their  business. 

These  monopolistic  practices  and  agreements  in  restraint  of  trade  are  set  forth 
in  great  detail  and  supported  by  documentary  evidence  in  the  brief  filed  by  the 
Government  in  the  antitrust  suit  against  General  Electric  and  its  affiliates"  now 
pending  in  Trenton,  N.  J.  We  respectfully  urge  you  to  read  this  brief  because 
this  situation  has  so  many  ramifications  that  it  is  utterly  impossible  for  us  to  go 
into  details  in  this  report  in  which  we  can  only  give  you  a sketchy  outline. 

W'e  attach  herewith  a memorandum  submitted  to  this  association  by  Mr. 
Arthur  J.  Brothers,  its  counsel,  who  read  the  above  brief  and  sets  forth  in  this 
memoraiidum  merely  a few  high  lights  of  the  evidence  submitted  by  the  Govern- 
ment;*  This  memorandum  also  gives  an  idea  of  the  scope  of  the  monopolistic 
activities  of  the  General  Electric  Co.  along  certain  lines  which  affect  the  growth 
and  progress  of  the  independent  manufacturers  who  attempt  to  compete  with 
the  monopoly  group. 

II.  EFFORTS  OF  THE  INOEPENDENTS  TO  OBTAIN  ASSISTANCE  THROUGH  GOVERNMENT 

AGENCIES  SUCH  AS  THE  DEPARTMENT  OF  JUSTICE  AND  THE  FEDERAL  TRADE 

COMMISSION 

(yl)  Federal  Trade  Commis:iion 

In  May  1938,  on  behalf  of  this  association,  a written  complaint  was  submitted 
to  the  Federal  Trade  Commission  against  General  Electric  and  the  Westinghouse 
Lamp  Co.  that  these  companies  had  combined  in  restraint  of  trade  and  were 
attempting  to  eliminate  the  independent  manufacturers  and  to  monopolize  the 
industrv. 

The  Federal  Trade  Commission  sent  investigators  into  the  field,  and  after 
several  months,  Mr.  A.  J.  Brothers,  counsel  for  the  as.sociation  who  filed  this 
complaint,  visited  the  Washington  office.  As  a result  of  this  visit  we  came  to 
the  conclusion  that  the  Federal  Trade  Commission  had  largely  exhausted  its 
procedures  and  that  there  would  be  no  tangible  result. 

In  1940  another  complaint  was  filed  with  the  Pederal  Trade  Commission  in 
connection  with  the  alleged  misrepresentation  in  the  advertising  material  cir- 
culated by  the  General  Electric  Co.  The  Federal  Trade  Commission  filed  a 
complaint  against  the  General  Electric  Co.  under  docket  No.  4059.  As  a result 
of  this  complaint,  the  General  Electric  Co.  modified  their  advertising  and  desisted 
from  some  of  the  misrepre.senting  and  disparaging  statements  made  in  their 
advertising  referring  to  lamps  manufactured  by  independents. 

{B)  Department  of  Justice 

In  the  early  part  of  1939  we  came  to  the  conclusion  that  as  we  could  obtain  no 
relief  through  the  Federal  Trade  Commission,  we  requested  our  counsel,  Mr. 
Brothers,  to  file  a complaint  with  the  Department  of  Justice.  Mr.  Brothers 
called  at  the  Department  of  Ju.stice  in  Washington  and  explained  the  situation 
prevailing  in  our  industry.  He  was  asked  to  submit  a letter  containing  the 
general  outline  of  the  complaint.  Such  a letter  was  addressed  to  the  Department 

I Meniorandum  not  roprinted. 
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of  Justice  on  March  7,  19J9.  This  was  supported  by  documentary  evidence. 
On  the  basis  of  this  complaint  and  the  evidence  submittefl  the  Department  of 
Justice  proceeded  with  a full-scale  investigation  of  the  General  Electric  Co. 
W estinghouse  Lamji  Co.,  C'orning  Glass  Works,  and  the  various  other  affiliated 
companies.  These  investigations  led  to  the  filing  of  three  separate  suits  by  the 
Department  of  Justice  as  follows: 

(1)  criminal  proceeding  against  the  companies  and  individuals  operatino-  in 
the  alleged  monopoly  in  restraint  of  trade. 

(.!)  A civil  action  to  dissolve  the  inono))oly  covering  the  incandescent  lamp 
(electric  light  bulb)  field.  ‘ ' 

(3)  A civil  action  to  dissolve  the  monopoly  covering  the  fluorescent  lamp  field 

In  the  first  cause  of  action  the  defendents  pleaded  nolo  contendere.  The  court 
imposed  fines  against  various  defendant  companies  and  individuals  totaling  a sum 
of  slight Iv  under  !?50,000. 

The  trial  of  the  second  cau.se  to  dissolve  the  monopoly  covering  the  Incandescent 
lamp  field  went  on  trial  in  the  United  States  district  court  in  Trenton  N .1  in 
March  1946.  The  Government  ])laced  in  evidence  1.5  volumes  emit ain’ing  about 
1,300  pieces  of  evidence.  The  taking  of  testimonv  was  concluded  in  the  latter 
part  of  June.  The  court  reque.sted  both  sides  to  submit  briefs.  The  Government 
brief,  consisting  of  some  580  pages,  was  filed  in  the  latter  part  of  .\ngust  The 
action  is  now  iicnding  awaiting  the  filing  of  briefs  by  the  defendents. 

The  third  cause  of  action  covering  fluorescent  laiiips  is  to  be  litigated  after  the 
second  cause  of  action  is  disposed  of. 


In  its  brief  the  Government  sets  forth  the  complete  and  far-reaching  monopoly 
in  great  and  ininute  detail  and  especially  its  effect  on  the  small  independent  manu- 
facturers. The  brief  fully  relates  ju.st  how  the  monopolv  prevented  the  growth 
of  competition  by  the  independent  manufacturers  and  a careful  study  of  the  brief 
is  clear  and  convincing  proof  that  the  Deijartment  of  .lustice  has  employed  every 
means  at  its  disposal  to  expose  the  monopoly  and  the  oi)pn>sslve  inethods  em- 
ployed by  General  Electric  and  its  affiliates  in  restraint  of  trade. 


III.  RESULTS  OF  ACTIONS  BY  FEDERAL  TRADE  COMMISSION  AND  THE  DEPARTMENT  OF 

JUSTICE 

Until  such  time  as  General  Electric  are  compelled  to  desist  their  unfair  trade 
practices  they  reap  the  full  benefits  of  such  unfair  practices.  In  the  interim  thev 
devise  and  engage  in  practices  equallv  unfair  and  misrepresenting  to  the  public 
These  performances  are  constantly  repeated  until  further  complaints  are  filed* 
thereby  necessitating  continuous  investigations  l)v  the  Federal  Trade  (Commission 
and  until  further  cease-and-desist  orders  are  issued.  There  seems  to  be  no  end  to 
these  continuous  performances  and  unfair  trade  practices. 

The  outcome  of  the  antitrust  suits  instituterl  by  the  Government  are,  of  course, 
problematical,  especially  as  to  what  measure  of  relief  will  be  granted  by  the 
courts.  1 he  fact  is  undispntable  that  unless  the  Government  with  its'  vast 
resources  is  successful  in  proving  that  General  Electric  and  its  affiliates  are  giiiltv 
of  maintaining  and  operating  a monopoly  in  restraint  of  trade,  and  unless,  as  a 
res.  It  of  this  action,  the  Governnient  is  successful  in  breaking  the  strangle  hold 
which  General  Electric  has  and  is  continuing  to  maintain  on  the  electric-light 
industry,  the  small  independent  manufacturers  with  their  limited  resources  and 
limited  power  undoubted! v cannot  lireak  thi^'  strangle  holfl.  The  independent 
manufacturers  will  then  have  to  continue  to  operate  in  a small  way  under  the 
oppression  of  the  monopoly  as  they  have  for  the  past  45  vears.  thev  will  be 
unable  to  increase  their  growth  and  will  eventually  i)e  forced  out  of  business 
leaving  the  public  at  the  mercy  of  tiie  monopolv.  ' ' 


IV.  THE  FUTURE  OUTLOOK  FOR  THE  INDEPENDENTS 

The  growth  and  expansion  of  every  business  requires  two  essentials,  namelv, 
(1)  know-how,  and  (2)  capital.  The  independent  manufacturers  have  the  know- 
how' but  are  greatly  limited  as  to  capital.  Other  industries  are  al)le  to  attract 
capital  for  expansion  and  development,  but  in  the  incandescent  and  fluorescent 
fields  this  has  been  and  still  is  impossible  for  the  following  reason: 

The  Cieneral  b^lectric  ( o.  has  maintained  its  control  over  the  industry  through 
a patent  structure  which  so  far  has  proved  to  consist  merely  of  ‘‘pajier  patents” 
and  which  after  lengthy  litigation,  have  prove<I  to  be  invalid.  Nevertheless  this 
apparently  fictitious  patent  structure,  coui>lcd  with  the  vast  power  of  General 
Electric  and  its  afliliates,  has  made  it  impossible  for  indcqiendent  manufacturers 
to  attract  or  inlerest^capital  on  a scale  sufficiently  groat  to  offer  formidable 


competition  to  General  Electric  and  its  affiliafes.  C’apital  has  always  been  de- 
terred and  reluctant  to  interest  itself  in  a business  wliich  would  umiuestionably 
become  involvt'd  in  lengthy  and  costly  patent  litigation.  Tliis  lias  been  and  still 
is  tlic  greatest  factor  which  has  prevented  the  growth  of  the  independent  manu- 
facturers. 

Eor  instance,  with  the  expiration  of  tlie  patents  on  incandescent  lamjis  and  in 
order  to  ]}eri)otuate  its  monopoly  in  tlie  electric  lighting  field,  around  aliout  1934 
(Jeneral  Electric  cast  about  for  other  lighting  mediums.  They  finally  adopted 
tlie  fluorescent  tube. 

Tlie  ]>resen1  fluorescent  tiilie,  just  like  other  lighting  develo])inents.  is  not 
original  or  basic  witli  General  Electric.  Tliey  are  not  resjionsibie  for  the  basic 
inventions  in  tlie  fluorescent  field. 

About  1910  they  imrchased  the  Just  and  Ilannaman  jiatent,  which  was  a basic 
patent  covering  the  drawn  tungsten  filaments  in  an  incandescent  lanm.  4 hey 
])rosecuted  this  patent  to  its  exjhration.  Thereafter  tliey  pert>etnated  their 
inono])uly  by  prosecuting  jiatents  on  component  parts  of  lamps  and  enjoyed  the 
monopoly  for  the  full  life  of  the  patents  as  above  described. 

Likewise  in  the  fluorescent  field,  in  1939  they  jmrehased  the  Spanner  patent, 
which  is  alleged  to  lie  one  of  the  basic  jiatents  on  fluorescent  tubes.  In  addition 
the  General  Electric  Co.  have  Imilt  up  a jiatent  structure  consisting  of  scores  of 
patents  coveiing  every  eonceivable  com])onent  part  of  a fluorescent  tube.  This 
patent  structure  deters  capital  from  entering  into  this  field.  It  would  require 
ail  expenditure  of  hundreds  of  thousands  of  dollars  and  years  of  litigation  to 
tear  down  this  patent  structure.  Capital  is  very  reluctant  to  enter  a field  con- 
fronted with  sucli  a future. 

Erom  our  past  many  years  of  exfierience  in  the  electric  lighting  field  and  from 
investigations  lieretoforo  made  over  a period  of  years,  we  are  of  the  firm  l>elief 
that  the  patent.s  of  the  General  Electric  Co.  on  the  fluorescent  tube  are  of  the 
same  caliber  as  tiu^  numerous  ])atents  wliich  tliey  olitaint'd  on  the  incandescent 
lamiu  Given  sufficient  funds  to  defray  the  cost,  wc  would  not  hesitate  to  enter 
info  litigation  reganling  the  validity  of  tliese  jiatents.  e feel  rea'^onably  sure 
tliat  these  patents  would  prove  to  he  invalid  just  as  the  patents  were  covering  the 
incandescent  lamp.  However,  this  would  reiiuire  years  of  litigation. 

Furthermore,  in  order  to  jierpetuate  tins  monopoly.  General  Electric,  Westing- 
house,  and  its  affiliates  will  spend  millions  of  dollars  in  advertising  to  educate  the 
public  to  use  fluore.'^cent  tulies.  Ultimately,  the  present  incandescent  lain])  will 
become  obsolete.  This  is  the  same  pattern  which  was  followed  by  General 
Electric  in  the  early  nineteen  hundreds  wlien  tliey  educated  the  })ublic  to  use 
tungsten  filament  lamps  and  made  the  carbon  filament  lainj)  obsolete. 

Production  and  sales  records  indicate  that  the  use  of  fluorescent  lamps  is 
constantly  increasing.  The  independent  manufacturers  arc.  tlierefore,  con- 
fronted with  the  ])roblem  of  entering  th.c  fluorescent  field.  Investigations  and 
research  develop  the  facts  tliat  in  order  to  establish,  a factory  to  manufacture 
fluorescent  lamps  on  a basis  which  w'ould  enable  an  inde])endent  manufacturer 
to  compete  with  General  Electric  and  its  affiliates  requires  a capital  of  several 
millions  of  dollars.  The  small  independent  manufacturers  are  unable  to  com- 
mand the  capital  retiuired  to  enable  them  to  properly  enter  this  field.  Therefore, 
we  again  repeat,  tliat  unless  tlie  Government  with  its  vast  ])ower  and  resources 
is  able  to  break  the  strangle  hold  which  the  General  Electric  Co.  and  its  affiliates 
maintain  in  the  electric  lighting  industry,  it  will  be  impossible  for  independent 
manufacturers  or  for  tliat  matter  any  out.‘^ider  to  interest  adequate  capital  to 
enter  this  field  on  a scale  sufficiently  large  to  compete  with  the  monopoly  group. 

The  present  incandescent  lamp  business  of  the  independent  manufacturers 
will  gradually  decrease  from  year  to  year  and  tliey  will  eventually  be  forced  out 
of  business. 

Respectfully  submitted. 

Incandescent  Lamp  Manufacturers^  Association, 
Louis  Klein,  Secretary. 

Personal  Statement  of  William  Kirsch,  Economic  Adviser  to  the  Wisconsin 

State  Department  of  Agriculture 

In  accordance  with  your  request  of  October  17,  I am  submitting  to  your  com- 
mittee a brief  history  of  tlie  monopolistic  practices  in  the  dairy  industry  with 
special  emphasis  on  what  the  antitrust  enforcement  agencies  have  or  have  not 
done  to  eliminate  monopolistic  practices  and  pressures. 
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A f-f  ^Vi'^consin  State 
IJfpartinuit  of  Agriculture,  regarding  your  reciuc.st.  Mr.  Hutton  told  me  that  I 

fhl  don  1 I P]f“as2,  but  a.s  an  iudividual  and  without  coin iriit ting 

tent  tlif-rafore,  as.sumiiig  compkde  re.sponsihilitv  for  the  con- 

tents  of  m>  report  \\  Inch  was  not  cleared  through  the  deiiartment. 

. .s  part  of  my  activities  in  the  field  of  economic  research  and  invest itrat ions  I 

d\marUnei?t*for^^^  work  relating  to  dairy  monopoly  practices  in  the 

of  th^riVi  od  St.  ^ ff  ' and  hav'>  cooixwated  with  the  Antitrust  Division 
ot  the  I lilted  htates  Department  of  .Iiistice  in  diis  field. 

bi^bo.Pbl'/tic  practices  by  a few  large  companies,  so  far  as 
^Niscoiisin  IS  concerned,  is  of  particular  imporance  in  relation  to  chee.se  •Wis- 
consin IS  the  larg-st  cheese-producing  State  ol  the  rnion.  It  manufactures  4.r, 

neiTellt  rd  tY  American  cheese,  Ofi  p Tcent  of  the  Swi.ss  chee.se,  and  fjl 

pel  cult  of  the  Limhurg-r  cheese  produced  in  America.  This  chees.^  is  maim- 

fractured  m aoout  1 ,200  factories  scattered  over  the  State.  About  SO  percent  of  it 
L assembled,  marketed,  and  flistrilnited  by  four  large  corporations.  These  cheese 
factories  are  paid  on  the  basis  of  prices  which  are  -stablished.  weel.  Iv  at  the  Wis- 
consin Uiee.s(*  hxchange  at  Plvnioiith,  Wis.,  through  transactions  tietween  dealers 

l Ym ^Yii  -’1  ‘‘obi'bittee  is  interested  can  b-.  nest  understood  in  the 

light  of  th-^  history  of  the  .30-vear-old  agitation  among  the  A'isconsin  cheese  pro- 
ducing farmers  apinst  the  W isconsin  ( 'heese  1>  change.  Kver  since  ir>I‘>  ch.arges 
were  made  that  the  prices  on  t he  V.-isconsin  Chese  Kxehange  were  not  determiii'ed 
b>  tree  and  open  liargainmg  but  were  the  r<  .suit  of  previous  agreements  and 

iV*'- f on  til"  exchange  merely  re.eis- 
tered  and  publicized  the  prices  jireviouslv  agre.  d upon 

snrinY  of  Yo «tate-wide  attention  in  the 
spring  ot  I.)l  1 he  immediate  reason  was  a seeminglv  unwarranted  decline  in 

ttie  puce  paid  to  farmers  through  cheese  factories  for  .American  cheese  It  was 
ar  t ti  Mime  of  the  year  wlrui  prices  were  normallv  „n  the  decline,  but  I he  iinusiiallv 
sharp  decline  aroii.sed  th-  farmers  and  marie  thun  i|iiestion  the  met  h.cxls  of  price 
determination  on  the  exchange.  Sr-veral  farm  hmders  ,)re.sente.l  i he  fanlier.s’ 
giie\ances  to  the  W i.sconsm  Stat^  Hoard  of  Public  Affairs  at  Marlison  Wis 
lliis  board,  which  is  no  longer  in  cxisieiice,  io<.k  cognizanc  ' of  t!i  ■ problem  pre- 
sm.ted  by  the  Wisconsin  C'heese  lixchaiige.  At  a confu-mice  in  the  Gov.-rnor’s 
ofiic(  , at  which  cheese*  dealers  and  farm  lead^^rh  w-re  prc'^uit.  ifie  (‘lice'll*  dealers 
under  questioning  by  the  members  of  the  Hoard  admitted  that  charges  of  price 
agreements,  prior  to  the  t raiisact ions  on  the  <-\chang(*,  were  true  and  that  the 
cneese  Irom  the  various  factories  was  allotted  t<  d<‘al:^s. 

Nothing  w'as  done,  Iiowever,  to  remefly  the  sU uat ion;  bin , a>  t he  unrest  among 
the  furniers  continued,  another  exchange  was  i.rganized  under  th(‘  name  of  the 

^ ^ ^ ^l^PHus  *dly  intended  to  give  rlie  fanners  an  oppor- 

tunit\  to  sell  their  clr*es(‘  on  tins  board  through  their  cheese  mahers  to  deaK*rs— 
unlike  the  V\  isconsin  ('heese  Exchange,  wlu'n*  tin*  cheese  is  sold  bv  deal  *rs  to 
dealers.  1 his,  however,  did  not  change  the  situation,  as  the  Farmer-'*  Call  Hoard 
was  later  revealed  to  t)-  merely  an  -eho  of  the  ( lioese  Fxcliange. 

ho  dissatisfaction  of  the  lanners  witii  the  price  fletfTmining  activities  of  the 
( heese  Exchange  continued  unabated.  In  192.\  fluring  the  session  of  the  Wis- 
consin Legislature  there  was  consiflerable  talk  among  the  membf'rs  i»f  tlie  legisla- 
ture al>out  introducing  a r(*solution  directing  the  Staff*  department  (.if  agriculture 
and  markets  (now  tho  State  department  of  agriciilturei  to  investigate  the  Cheese 
Dxchauge  but  no  action  was  taken.  In  1927,  the  Federal  Trade  Commission  in 
the  course  of  an  invesHgation  of  cooperative  mar-keting,  made  a cursory  .sfiidv  of 
tne  \\  isconsin  Cheese  Fxcliange  which  gave  a general  impression  of  the  exchange 
as  being  a price-fi.xing  institution.  Then,  in  1930.  as  a result  of  a calamitous 
decline  ot  cheese  prices,  insistent  demands  wen*  made  upon  the  State  department 
ot  agriculture  and  markets  to  take  action  with  regard  to  the*  exchange.  The 
department  made  a cursory  investigalion  which  corroborated  generally  the 
^ndI^g^  of  previous  investigations  of  the  nature  of  the  exchange.  The'  coui- 
luissioners  of  the  dej)artment  of  agriculture  and  markets  were  reluctant  to  take 
action  against  the  Cheese  Exchange  and  the  I- armors’  ('all  Hoard  which  was 
under  fire  at  the  same  time  as  being  a replica  of  the  exchange.  The  commissioners 
took  into  consideration  that  their  powers  were  limited  to  the  State  of  Wisconsin 
and  that  they  could  not  prevent  these  two  boards  from  transferring  their  opera- 
tions  oiitside  of  the  State  and  continue  fixing  prices  paid  farmers  for  cheese.  It 
should  be  noted  that  the  prices  established  on  the  exchange  serve  as  a basis  for 
prices  not  only  in  Wisconsin  but  iu  the  entire  Nation.  The  Farmers’  Call  Hoard 
went  out  of  existence  a few  years  later  but  the  Cheese  Exchange  is  still  continuing. 
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Another  brief  investigation  was  made  by  the  Federal  Trade  C'ommission  which 
corroborated  its  previous  findings  but  no  action  was  taken. 

1 nsatisfactory  j)rices  and  a general  helplessness  of  farmers  in  the  field  of 
marketing  and  price  determination  in  the  foreign-type  cheese  area  of  Wisconsin 
(producing  Swiss  and  Limburger  cheese)  attracted  the  attention  of  tlie  Dane 
County  (Wis.)  Hoard  of  Suj)ervisors  and  of  the  State  department  of  agri- 
culture. 1 he  department  sent  a request  to  the  Federal  Trade  C’ommission  to 
investigate  the  situation  in  tlie  foroign-tvpe  ciieese  area  in  cooperation  with  the 
State  department. 

Ihe  lederal  Irade  Commission  assigned  an  investigator  to  the  case  and  toward 
th(*  end  of  Alarch  1940.  issued  a complaint  against  three  cheese  distributing 
coinj)anies  and  their  sii})sidiaries  which  operate  in  the  foreign-type  cheese  territory 
of  Wisconsin.  There  were  no  Jiearings  held;  the  Commission  agreed  to  what 
amounted  to  a compromise  with  the  dealers  and  issued  a cease  and  desist  order 
with  reference  to  periodical  price  conferences  which  were  held  by  dealers  and 
farmers.  1 he  W isconsin  Stale  13e]jartment  of  Agriculture  took  exception  to  such 
a peremptory  closing  of  tho  case  and  sent  a request  to  the  Federal  T'rade  ('om- 
mi.ssion  to  reopen  the  foreign-type  cheese  investigalion  and  to  extend  it  to  the 
Ainerican  cheese  industry.  No  ref)ly  was  received  to  this  request. 

Soon  after  the  unsuccessful  atlem])t  was  made  to  have  the  Federal  Trade 
Commission  reopen  the  foreign-type  cheese  case,  the  State  department  of  agri- 
culture made  an  investigation  of  the  distribution  of  cheese  in  Chicago,  and  other 
r(*present alive  cities  in  the  I nited  States.  This  investigation  revealed  that 
between  60  and  80  percent  of  the  j^rocess  cheese,  cheese  com])oimds,  and  sj)reads 
distributed  in  Milwaukee,  Chicago,  and  15  other  large  cities  in  the  United  States 
is  controlled  by  one  firm.  This  condition  not  only  gives  the  firm  a ])ractical 
control  of  j)roccss  cheese  distribution  l)iil  results  in  the  exi^ansion  of  the  process 
cheese  industry  at  the  expense  of  natural  cheese.  The  n*sult  of  the  expansion  of 
])rocess  cheese  consumption  is  that  the  consumer  usually  gets  a mixed  cpiality  of 
cheese  and  tlie  farmer  receives  lower  cheesi*  jirices  as  a result  of  the  mixed  quality 
that  goes  into  tlie  j>rocessed  ])roducts. 

W hil(*  conducting  this  investigation  the  department  sought  to  enlist  the  cooper- 
ation of  Federal  agencies.  Such  coo])(*ration  was  essential  since,  as  was  stated 
ab()V(*,  the  problems  of  tin*  cheese  industry  are  of  a national  scop»*  and  significance. 
Realizing,  moreover,  that  it  was  us(*l(*ss  to  call  on  the  Federal  Trade  Commission 
in  view  of  the  p(*culiar  attitude  of  this  Government  agency,  the  department  con- 
tacted the  Antitrust  Division  of  the  Ihiited  States  Department  of  Justice.  The 
Antitrust  Division  wiis  anxious  to  undertake  such  an  investigation  in  cooperation 
witli  the  Wisconsin  State  Dejiarlment  of  Agriculture,  but  lack  of  funds  for  this 
particular  activity  jin^vcuited  it  from  putting  this  intention  into  practice  until 
the  following  year,  1941. 

1 he  Antitrust  Division  undertook  the  investigation  of  monopolistic  ])ractices 
in  tlie  che(\se  industry  in  a much  more  conqireliensive  and  fundamental  manner 
than  was  done  heretofore.  The  members  of  the  staff  which  were  assigned  this 
task  took  the  ]>osition  that  tiie  Wisconsin  Cheese  Exchange  is  the  focal  point  of 
the  monopolistic  forces  which  ojierate  in  tlie  cheese  industry.  On  the  basis  of 
the  investigational  work  of  the  Antitrust  Division,  the  I nited'  States  Department 
of  Ju.stice,  three  indictments  were  rendered  against  cheese-distributing  firms  and 
individuals  connected  with  tliese  firms  as  well  as  against  the  Wisconsin  Cheese 
Exchange.  The  three  indictments  were  concerned  with  the  Swiss  and  Limburger 
cheese  industry;  the  brick  cheese  industry,  and  the  American  chee.se  industry. 
In  the  Swiss  and  Limiuirger  cheese  case  the  defendants  plead  nolo  contendere 
and  were  assessed  fines;  tlie  brick-cheese  case  was  lost  by  the  Government  despite 
definite  evidence  of  violations  of  the  Antitrust  Act;  the  American  cheese  case  is 
still  pending  in  a Federal  court  in  Chicago. 

I am  attaching  herewith  my  analysis  of  the  bill  of  particulars  which  the  Anti- 
trust Division  was  directed  to  sulmiit  to  the  court  in  the  xVmerican  cheese  case 
and  ^yhich  illustrates  the  (luality  of  the  work  which  was  done  by  tlie  Antitrust 
Division  in  the  field  of  monopoli.stic  practices  in  the  cheese  industry.* 

It  should  also  be  noted  that  the  Antitrust  Division  rendered  valuable  service 
to  the  smaller  cheese  dealers  and  to  cheese-producing  farmers  in  general  by 
inducing  the  Office  of  Price  Administration  to  modify  a cheese  order  which  in 
certain  points  discriminated  against  the  small  dealers  in  favor  of  the  large 
corporations. 

In  order  to  properly  evaluate  the  work  of  enforcement  of  the  Antitrust  Division 
in  this  particular  field,  it  should  be  considered  in  the  light  of  certain  historical 

1 This  analysis  is  not  reprinted. 


302 


ECONOMIC  C0N(’P:\THATI0N  and  monopoly 


de\ c*h»piiieiits  in  the  cheese  industry.  Hrietl\  stated,  those  developments  so  far 
as  tliev  are  concerned  with  the  prol>lem  of  monopolistic  practices  fall  into  three 
periods; 

1.  As  was  noted  al>ove.  the  dissatisfaction  of  farmers  witli  the  Wisconsin 
Cheese  Exchange  lirst  flared  uj)  in  1912.  At  tnat  time  tliere  were  onlv  five  attor- 
neys in  the  Antitrust  Division.  They  w(*re  hiisy  with  one  or  two  cases  against 
tin*  I nited  States  Steel  anrl  I nited  Shoe  Machinery,  and  they  i)rohably  had  never 
heard  about  the  \\  isconsin  cheese  industry,  much  less  would  they  Imve  had  any 
time  to  do  anytliing  about  restraints  in'trade  in  this  industry*.  It  should  be 
))ointed  out  that  in  the  st^veral  investigation  conducted  by  the  Federal  Trade 
C oiiunissioii  in  1928.  193(i.  and  1938.  tliey  had  only  one  man  assigned  to  handle 
invest igal ions  and.  although  lie  did  an  excellent  job,  he  could  ol)viously  not  get  to 
tlie  root  of  the  problem. 

2.  It  was  principally  in  1937  and  193S  wlien  action  was  required.  It  was  during 
those  years  that  milk  prices  were  down  and  the  exchange  was  accused  of  being 
used  by  the  dealers  to  keep  tlie  margin  of  profit  they  had  been  used  to  when  prices 
were  high.  It  was  also  at  that  time  that  farmers  were  vigorous  complainants 
and  would  have  provided  tlie  necessary  testimony  to  win  a court  action.  As  a 
result  of  conqilaints,  a temporary  field  staff  was  assigned  to  Chicago  as  its  head- 
qtiarters  l>y  the  Antitrust  Division.  This  group  of  six  or  seven  attorneys,  how- 
ever, became  involved  in  tlie  C'hieago  itiilk  case  and.  although  they  intended  to 
look  into  cheese,  they  still  did  not  have  enough  men  to  liandle  both  the  C’hieago 
milk  situation  and  the  cheese  situation. 


3.  It  w'as  not  until  1940  that  men  became  availalile  from  tlie  Chicago  office 
fi(‘Id  staff  to  investigate  the  cheese  industry.  Tw'o  men  were  first  assigned  and 
then  finally  the  staff  was  increased  to  four,  but  even  then  it  took  2 years  before 
the  principal  cases  involving  brick  and  American  cheese  and  tlie  Wisconsin  C^heese 
Exchange  were  filed. 

4.  By  that  time.  March  1942.  we  were  already  in  the  war.  The  price  and  j>ro- 
dtiction  controls  were  on.  inflationary  trends  had  set  in.  and  price  fixing  by  private 
grou])s  did  not  .‘^eem  a very  serious  probkun  to  many  people,  not  only  in  the  in- 
dustry but  also  to  those  who  sat  on  Federal  juries. 

o.  ^Aith  price  and  control  production  eliminated  it  is  more  than  probable  that 
the  industry  will  be  sooner  or  later  confronted  with  prewar  conditioius.  In  fact, 
the  situation  promises  to  be  more  threatening  in  the  future,  inasmuch  as  during 
the  jiast  year  the  large  dealers  were  buying  or  leasing  cheese  factories.  At  present, 
out  of  about  1,200  cheese  factories  in  the  State,  808  are  controlled  by  large  com- 
panies and  their  subsidiaries.  This  brings  up  the  question  of  the  integration  of 
the  various  functions  connected  with  jirocessing  and  distribution  of  cheese  l)v 
the  large  corporations.  It  should  l>e  noted  that  it  was  in  the  period  following 
The  First  XA'orld  War  that  mergers  in  the  cheese  industry  took  place  on  a large 
scale.  If  the  Antitrust  Division  had  been  on  tiie  job,  iiarticularly  in  the  twenties, 
we  would  not  have  had  the  problems  of  integration  that  we  have  todav  with  a 
limited  numl)er  of  large  firms  dominating  the  industry. 

It  should  be  evident  from  this  brief  analysis  that  it  is  the  lack  of  projTcr  support 
of  the  Antitrust  Division  in  its  enforcement  activities  that  is  eliminating  small 
business.  That  the  American  people  through  their  legislative  representatives 
do  not  give  sufficient  encouragement  to  antitrust  enforcement  is  substantiated 
by  the  fact  that  tliere  are  only  200  lawyers  in  the  Antitrirst  Division  to  police 
the  enforcement  of  a law  which  covers  the  industrial  activity  of  140,000,000 
peojile.  At  the  same  time,  the  Antitrust  Di\  ision  must  handle  all  proceedings 
connected  with  31  otlier  acts  of  Congress,  and  must  determine  for  the  Attorney 
General  the  difficult  cpiestions  involved  in  aiipioving  or  disajiproving  the  disposal 
of  surplus  war  plants  and  iiropert}'. 

Compare  this  with  otlier  Government  activities  of  narrower  scope.  Tlie 
Alaritime  Commission  has  a personnel  of  9,000,  the  Federal  Communications 
Commission  has  1,300  and  the  Interstate  Commerce  Commission  2,200,  altliongh 
the  duties  of  these  agencies  do  not  approach  in  extent  the  duties  imposed  upon 
the  Antitrust  Division  in  the  enforcement  of  antitrust  laws. 

Before  closing,  mention  should  be  made  that  tlie  one  great  hope  of  the  fanners 
producing  milk  for  cheese,  as  well  as  of  the  other  farmers,  lies  in  the  development 
of  cooperative  marketing.  The  history  of  this  movement  shows,  however,  that 
it  cannot  grow  successfully  in  a monojKily  dominated  environment. 

The  bill  of  jiarticulars  prepared  by  the  Antitrust  Division  in  the  American 
cheese  case  contains  illuminating  evidence  to  Mibstantiate  this  contention.  The 
progress  of  cooperative  marketing  is  bound  up-  with  the  opportunities  which  the 
Antitrust  Division  will  have  in  the  future  to  properly  enforce  the  Antitrust  Act. 
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Antitrust  activities  and  the  development  of  coo|)orative  marketing  must  be  inter- 
woven to  give  the  farmers  a greater  voice  in  the  marketing  and  distribution  of 
tlieir  products. 


Statement  or  Pati.  R.  IlAourK, 


AtTuHNEV  at  liAW,  Washinoton,  D.  C.^ 


I am  aj^pcaring  lu*rc  to  give  you  first-haiul  the  information  requested  in  yonr 
letter  of  (Ictober  U>,  1940.  A'<mr  iiujuiry  is  addressed  to  me  personally  and  I want 
it  undei’stood  tliat  my  nq)ly  expr(*sses  niv  own  views. 

I might  stat(*  that  as  part  of  my  activity  here  in  Washington  I lielped  organize 
the  National  Oil  Marketers  Association  in  August  1933  i incorporatf^d  in  June 
193f)l  and  have  been  secretary  and  counsel  until  the  present.  On  Sejjtcmber  28. 
1940.  I tendered  my  resignation  to  l)ecome  fJTectivi*  December  31.  1940.  and  same 
was  ace<q)ted.  Hence,  I am  technically  still  an  officer  of  the  association  but  for 
all  practical  purposes  my  official  duties  are  about  completed.  1 point  tliis  out  so 
that  you  will  understand  why  I watit  this  statement  to  re])res(mt  my  own  views. 
In  its  preparation  I have  consulted  none  of  the  other  officers  or  members  of  the 
association. 

There  iiave  gradually  grown  in  the  oil  business  a number  of  practices  which. 
und(‘i’  the  ieadcu'shij;  of  the  dominant  interests,  constituted  violations  of  the 
Federal  antitrust  law.s.  The  story  is  a long  one,  involving  such  practice's  as 
utilizing  i)roffts  mad<‘  in  the  operation  of  ])ipe  lines  to  subsidize  losses  in  marketing, 
the  use  of  exclusive  (hulling  contracts,  tlie  manipulation  of  the  crude  oil  market 
through  their  control  of  pijie  lines  and  of  prices,  subsidizing  of  price  wars  to  injure 
ind(q)endent  competitors,  fixing  margins  for  whol(\sale  and  retail  operation, 
adoiition  of  uniform  contracts  and  manipulation  of  the  so-called  sjiot  market,  and 
the  domination  ('xercised  by  Ethyl  Gasoiiiu'  Gorj). 

Tlie  action  which  prompted  the  independent  oil  jobbers  to  lay  their  troubles 
before  the  Attorney  General  occurred  in  the  year  1935.  There  was  first  a situa- 
tion uncovered  in  Detroit  by  the  State  attorney  general  which  disclosed  that  a 
so-called  cut-price  operator,  operating  many  stations,  was  actually  owned,  con- 
trolled, and  oi>erated  jointly  by  three  or  four  major  oil  compatiies.  In  tliat  same 
year  tlie  major  oil  eonqianies,  in  cooperation  with  some  indeiiendent  refiners, 
worked  up  a series  of  buviiig  pools  in  the  Middle  West,  on  the  east  coast,  on  tlie 
west  coast,  and  perhaps  otlier  jilaces  d(*sigiied  to  remove  surplus  gasoline  from 
tlie  market  and  gradually  raise  the  jirice.  How  well  tliey  succeeiled  is  grajihi- 
cally  sliown  by  the  so-called  Golden  Stairs  C’hart,  exhibit  No.  953,  in  the  Madi- 
son oil  trials. 

The  o])eration  of  these  buying  jiools  tended  to  raise  the  i^rices  which  inde- 
pendent oil  jobliers  were  forced  to  pay  for  gasoline  at  a more  rapid  rate  than  it 
was  raised  to  the  eonsumer.  Their  operation  resulted  in  great  financial  distress 
to  the  indeiKuident  oil  jobbers  and  eventually  injured  the  consuming  public. 

On  June  17,  1935,  a committee  of  indejiendent  oil  jobbers,  accompanied  by 
myself,  called  upon  the  then  Attorney  General,  the  Honorable  Homer  Cummings, 
and  laid  the  facts  as  to  the  above  violations  of  the  antitrust  laws  before  him.  In 
addition  to  listening  attentively  to  the  complaint,  he  asked  us  to  repeat  the 
information  to  tlie  then  head  of  the  Antitriist  Division,  the  Honorable  Harold 
M.  Stejffiens.  Mr.  Stepliens  jiromised  that  his  department  would  make  an 
investigation  to  determine  whether  the  buying  pools  and  agreements  existed  and 
tliat  he  would  further  impanel  a grand  jury  or  grand  juries  to  make  such  an  inves- 
tigation. Witliin  a month  Mr.  Stephens  was  elevated  to  the  position  of  justice 
of  the  C’ircuit  Court  of  Appeals  of  the  District  of  Columbia,  which  lie  has  so  aiily 
held  these  manv  vears. 

« » 

The  Antitrust  Division  then  became  headed  by  one  John  Dickinson,  who.  in 

my  (istimation.  was  not  at  all  cooperative  in  the  enforcement  of  the  antitrust  laws. 
Nevertheless,  the  groiij)  of  independent  oil  jobbers  and  myself  continued  to  work 
with  the  attorneys  a.ssigned  to  the  case  and  to  assist  them  to  find  the  neces.sary 
documents  and  witnesses  to  prove  the  price  conspiracy.  In  the  spring  of  193fi, 
after  months  of  work  and  yet  no  steps  taken  to  put  an  end  to  the  conspiracy,  I 
apjiealed  to  the  White  House  and  again  to  Mr.  Cummings.  Thereupon,  in  April 
1936  the  Department  of  Justice  announced  that  it  was  convening  a grand  jury 
at  Madison,  Wis.,  to  begin  on  May  4,  1936,  to  investigate  the  oil  j)rice  conspiracy. 

May  I state  at  this  point  that  it  was  positively  ridiculous  to  wait  10  or  more 
months  before  calling  this  grand  jury  and  was  perhaps  due  to  the  fact  that  the 


* The  subcommittee  wrote  Mr.  HaUlick  requesting  a statement.  His  testimony  was  given  in  person 
upon  the  request  of  the  committee,  at  the  otfice  of  (lie  chairman  of  the  subcommittee,  1741  Xew  House 
Ollice  Huihling,  on  October  31,  194(1. 
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head  of  the  Antitrust  Division,  Mr,  Jt)hn  Dickinson,  was  unsvinpathetic  with  the 
enforcement  of  the  antitrust  laws. 

started  its  proceofiinss  in  Madison,  Wis.,  on  Mav  4 
193f),  returned  two  indictments,  the  first  Xo.  11296,  stvled  U.  S,  v.  Standard  Oil 
Lomparvj  {Indiana)  et  ai,  dated  July  28.  1036,  and  Xo.  11342,  stvled  U,  S.  v. 
*Sorea/y-l  acmnn  Oil  Company,  returned  Xovemher  6,  1936.  Subsequently  it  was 
found  that  some  error  had  been  committed  by  the  clerk  of  the  court  in  selecting 
the  grand  jury  which  might  have  rendered  the  indictments  subject  to  dismissal, 
so  a second  grand  jury  was  quickly  and  })rop»‘rly  called  and  indictments  returned 
smiilar  to  the  first.  Xos.  1 1364  and  1 1365,  on  December  22,  1936. 

The  case  of  T.  S.  v.  Standard  Oil  Company  {Indiana)  et  at..  Xo.  11365  did  not 
gel  to  trial  until  October  1937.  The  trial  lasted  over  4 months.  Ail  during  that 
trial  there  were  constant  negotiations  going  on  Ixdween  not  all  of  the  legal  staff, 
but  a coupU^  of  th(‘in.  and  the  defendants  in  the  case  as  to  how  much  fines  the 
(loxernment  ^\ould  take  if  they  changed  tin  ir  pleas  to  nolo  contendere.  They 
even  arranged  during  the  lhanksgiving  reces-^  to  come  to  Washington  and  lay  it 
before  the  Attorney  General.  Such  negotiaiions  in  a criminal  trial  smacked  of 
either  connivance  or  a failure  to  consider  the  antitrust  laws  as  criminal  statutes. 
H(‘  it  ‘■^‘tid  to  the  credit  of  the  Attorney  General  aiul  his  antitrust  chief  that  no 
proposition  from  the  defenrlant  s counsel  was  entertained. 

I |u' jiii’v  a(  Madisori  on  .January  22,  1938,  brought  in  a verdici  of  guilty.  Some 
of  the  most  notorious  violators  were  granted  new  trials.  Twelve*  corporations 
and  five*  iiuhx  iduals  wen*  sentencefl  to  pay  fines.  Those  senteuicefl  appeah'd  and 
the  ?^e\enth  ( ircuit  T ourt  of  Aufteuils,  following  its  usual  custom,  n'versed  the 
convict iem,  as  rh(*y  have  done  in  i9out  of  20  au1itru>t  cases  that  have  come  before 
tliem.  The  Seventh  ( ircuit’s  batting  average  on  antitrust  Ia\^■s  has  bexui  verv, 
\er\  bad.  Iiowt*ve*r,  the  (lovernmenl  at)p(*aleel  the*  case^  to  the  Siqjreme*  ('ourl  of 
the  1 riilf*fl  State's  and  that  Ge^urt  in  turn  re  ver'^ed  the  decision  of  the  Seveuith 
f ircuit  ( ourt  and  uf)held  the  convictions  and  sentence's  meted  out  by  Judge* 
Stone  of  the  we*stern  district  of  Wisconsin  f3i0  V.  S.  150'. 

1 he  ot!ie*r  defeiulants  in  the*  Maelison  e>il  ca^^es  wlu)  we^re*  grantee!  ne*w  trials 
ne\ e*r  s^^ooel  trial.  In^teael  they  pleaeleel  nolo  eonte'uelere*  and  pair!  fine*s  similar  to 
those  who  had  b(M*n  cotivicted.  I e*ven  understand  the*y  we*re*  able  to  maniiiulale 
the  matters  so  that  they  pleaded  netlo  ce^ntenden*  to  one  of  the  defective  indict- 
me'iits  so  that  they  would  not  be  a ]>art  ot  the  same  suit  which  the*  ( iove*rnme*nl. 
haei  \\on  on  a()peal.^  I will  have  more*  to  say  later  on  this  ele*spicable  jiraclice  e>f 
allowing  this  plea  of  nolo  conteiide*re*  in  antitrust  cases. 

I he  fines  ceJlectee]  in  this  AJaeiison  oil  case  we*re*  infinitesimal  com[)aree!  to  the 
huge  .sums  the  oil  comi)ani(*s  illf*gaily  took  from  the  oil  jobbers  and  consume*rs. 

( ertainlv  to  get  off  so  lightly  on  such  husre*  f)rofits  caniujt  Ik*  saiel  to  be*  anv  cieter- 
rent  to  future  violations  ejf  the*  antitrust  laws. 

(4n  1* ebruary  19,  1937,  the  Antitrust  Division  fileel  a suit  in  equity  on  b(*half  e^f 
the  I nit(*fi  State's  against  I'>thvl  Gasoline  f'orp.  aiul  a few  vears  later  also  won 
this  suit  f309  V.  S.  436\ 

On  Xovember  14,  1939,  the  Government  in  the  case  of  I . X.  v.  General  Petro- 
leum ( orporation  of  California  et  al.,  secim*el  inelictment  Xo.  14149  M in  the 
southern  district  of  (’alifornia,  which  involved  a buying  poeil  and  maintenance*  e>f 
f)rices  similar  to  the*  Maelison  oil  case.  J'he  defendants  there*in  i^leaded  nolo 
contendere  and  pai<l  fiiu*s. 

I here*  has  neve*r  been  any  explanation  why  the  Governme*nt  faileel  to  go  after 
the  largest  pe*rpet rators  of  all  who  \yere  those*  whe>  operate*d  the  Gulf  coast  ami 
east  coast  oil  y>rice  conspiracy  in  193o  ami  1936. 

lo  show  you  how  this  ]>lem  of  nolo  contendere  elefeats  the  }>urpose  of  antitrust 
laws  I want  to  point  out  that  one  of  the  most  effective  means  of  iiolicing  should 
be  the  suits  for  triple  damage.s.  I have  an  example  of  this.  I e!e>nh  know  the  date 
of  this  suit,  but  there  is  a press  n*lease  of  May  28,  1943,  which  shows  that  the 
Government  colieeted  8119^500  in  fines  from  22  corporations  and  9 individuals 
accus(»d  of  conspiiing  lo  flefraud  the  Federal  Government  on  asphalt  snj}])li<*d  for 
W PA  j)aving  contracts.  Xow,  had  that  case  been  tried  aiul  the  riefendants  not 
permitted  to  plead  nolo  contendere,  the  Governnu'iit,  as  the  injuied  j)arty,  would 
have  b(*en  able  to  collect  triple  damages  for  tins  overcharge  by  means  of  collusive 
bidding.  Quite  likely  many  States,  counties,  :uul  municipalities  could  have  done 
likewise.  Many  of  the  defendants  in  this  case  wen*  tlie  same  majoi  oil  com])anies 
that  have  been  defendants  in  the  other  ca.ses  listed. 

Section  6 of  the  Sherman  Antitrust  Act  provides  that  any  property  used  by 
conspirators  under  section  1 and  being  in  the  course  i)f  transportation  from  one 
State  to  another  shall  be  forfeited  to  the  United  States,  ('eitainlv  (\)iigress  must 
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have  meant  something  by  this  legislation  but  neither  in  the  Madison  oil  case,  nor 
any  other  antitrust  case  that  I know'  of,  has  the  Department  ever  attempted  to 
proceed  against  property  used  in  the  conspiracy,  as  provided  in  section  6. 

Section  31  of  title  15,  United  States  Code  (act  of  August  24,  1912,  known  as  the 
Panama  Canal  Act)  prohibits  the  use  of  the  Panama  Canal  to  ships  owned, 
chartered,  operated,  or  controlled  by  persons  doing  business  in  violation  of  the 
Sherman  Antitrust  Act.  Neither  in  the  oil  cases  nor  any  other  antitrust  cases 
has  the  Antitrust  Division  nor  the  Panama  Canal  Authority  ever  attempted  to 
enforce  this  provision  of  the  law\ 

It  is  quite  cleai  that  Congress  intended  by  the  Sherman  and  Clayton  Acts  that 
criminal  prosecutions  punishing  past  violations  shall  be  supplemented  by  suits  for 
injunction  to  prevent  future  violations.  With  that  in  mind,  the  independent  oil 
jobbers,  following  the  decision  of  the  Supreme  Court  in  May  of  1940,  immediately 
urged  the  Dej)artment  of  Justice  to  file  au  over-all  suit  to  enjoin  the  major  oil 
companies,  not  only  from  the  actions  for  which  tliey  were  convicted  at  Madison, 
but  for  many  other  practices  believed  to  be  in  violation  of  the  antitrust  laws. 

On  S(*})temb('r  30,  1940,  the  Department  of  Justice  filed  civil  action  Xo.  8524 
stylerl  I S.  v.  American  Petroleum  IriHiitute  et  al.,  here  in  the  District  of  Columbia. 
The  friends  and  former  enqJoyees  of  tlie  major  oil  companies  in  the  mushrooming 
national  defenst*  agencies  protested  \igorously  to  the  Department  of  Justice* 
against  tin*  filing  of  this  suit  on  the  ground  that  it  would  interfere  with  national 
def(*nse.  Many  C'ongressiiieii  and  S(*nators  saw  no  eonnection  between  law 
violations  and  the  national  defense,  and  so  informed  the*  Department  of  Justice. 
It  is  to  the  credit  of  the  .\ntitrust  Division  that  it  withstood  the  pressure  fn>m 
the  major  oil  companit^s.  The  defendants  stalled  the  Antitrust  Division  in  the 
so-called  Mother  Hubbard  suit  month  after  montli,  going  through  the  motions  of 
working  out  a coii.seut  d<*cre(*.  However,  no  decree  had  been  worked  out  when 
the  shooting  war  started.  IJiereupon  the  military  authoriti(*s  ofiicially  retjuested 
])ost])onement  of  the  trial  of  the  action,  ami  it  was  laid  on  the  shelf  during  the 
war.  When  the  Attorney  General  on  August  20,  1945,  i.^sued  his  press  release 
he  stated  that  the  ‘‘War  and  Navy  Departments  had  witlidrawn  all  retpiests  for 
post])onement  of  antitrust  suits  math*  because  firms  involved  were  engaged  in  the 
war  *‘fTort.”  He  listed  therein  the  cases  postiioned  because  of  the  war.  ('ivil 
aetion  Xo.  8524  against  tlie  major  oil  companies  was  not  listed.  How  it  was  ke])t 
off  that  list  is  a mystery.  However,  several  ('ongressmen  immediat(*ly  demanded 
to  know  why  tlie  Attorney  General  had  left  the  case  off  his  list  and  what  he 
int(*ndeti  to  do  aliout  it.  The  Attorney  General  res|)onded  that  tlie  case  would 
go  forward,  but  that  was  a year  ago.  To  date,  nothing  more  exciting  than  a few 
motions  lias  ever  come  up. 

Among  the  complaints  of  law  violation  leveled  against  the  major  oil  companies 
has  been  that  tlu*y  operat(*(i  their  |)ipe  lim*s  in  violation  of  tlu*  Elkins  Act,  In 
other  words,  tlu*  oil  pi|>e  lines,  while  nominally  common  carriers,  have  been  more 
or  less  operated  us  plant  facilities.  4'his  not  only  <*nables  the  major  oil  cunqjanies 
to  pr(‘vent  llu*ir  use  by  competitors,  but  if  competitors  were  allowed  to  use  the 
lines  the  owiu*rs  colh*cted  huge  profits  th(*i*(*for. 

I l.aid  this  story  befon*  the  T(*mporarv  National  Economic  Committee  in  great 
detail  in  October  1939.  Repre.'^entatioiis  were  made  to  the  Department  of  Justice 
that  some  action  be  taken.  Suddenly  on  l)ecemh(*r  23.  1941.  civil  action  Xo. 
140(i0.  styk'd  l \ S.  v.  The  Atlantic  Refining  Company  et  al.,  was  filed  in  the  district 
court  h(*re  in  Washington,  seeking  lo  prevent  continued  violations  of  the  Elkins 
Act.  Simultam*ous  herewith  a consent  decree  was  entered. 

This  case  represents  law  enforcement  at  low  tide.  In  other  words,  there  was  a 
lot  of  behind-the-scenes  negotiating  whereupon  complaint  and  decree  were  entered 
on  the  same  day.  'Fhe  decree  neither  follow. s the  law  nor  have  the  defendants 
followed  the  decn*e.  There  have  been  many  rumors  of  how  this  deal  was  eugi- 
ne(*red  to  save  the  ill-gotten  profits  of  the  major  oil  eom])aiiies.  If  there  ever 
was  a de])artmemal  action  that  needs  airing  by  calling  all  parties  thereto  before 
a congressional  committee  and  placing  them  under  oath,  tliis  is  it. 

4'he  main  diflicully  with  enforcement  of  the  antitrust  laws  is  the  wholly  iuade- 
ijuate  ap])roj)i’iatioiis  made  therefor.  4’lie  country  sp<*nds  25  to  30  million  tlollar> 
to  enforce  its  tariff  laws  and  then*  is  no  reason  why  it  shouldn’t  spend  a similar 
amount  in  the  enforcement  of  the  antitrust  laws.  1 understand  tliat  tlie  Madison 
oil  case  cost  around  8400, 000  for  the  Government  to  try.  4'li<*  defendants  sj^ent 
five  times  that  much.  If  my  figun*s  on  the  Government’s  exp(*nditur(*  are  c<>r- 
reet.  that  is  about  a tpiarter  of  their  budget.  At  that  time  it  was  mon*  than  a 
<|iiarter  of  their  budget. 
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Furthermore,  the  antitrust  laws  should  declare  the  violations  to  be  a felony 
rather  than  a misdemeanor,  \dolations  of  most  of  the  customs  laws  are  felonies 
carrying  heavy  jail  sentences,  and  that  should  apply  in  antitrust  violations  as  well. 

Another  difficulty  with  the  enforcement  of  the  antitrust  laws  is  that  so  few 
attorneys  fully  understand  the  philosophy  behind  them.  We  have  even  had 
many  Assistant  Attorneys  General  in  charge  of  the  Antitrust  Division  who  either 
did  not  understand  the  legislation  or  just  dididt  give  a darn.  Enforcement  of  the 
antitrust  laws  is  securely  locked  in  the  hands  of  the  Attorney  General.  If  he  says 
“\es,”  they  proceed;  if  he  says  “Xo,”  they  do  not  proceed.  This  is  because  the 
Sherman  and  C’laytcn  Acts  provide  that  it  is  the  duty  of  the  district  attorney  to 
institute  proceedings  under  the  direction  of  the  Attorney  General.  It  would  seem 
that  district  attorneys  might  be  given  wider  latitude  to  institute  suits  on  their  own 
and  thus  educate  their  staffs  in  an  understanding  of  the  antitrust  la\\s.  Many  of 
our  judges  are  men  who  have  had  experience  in  the  district  attorney’s  office.  If 
these  judges  had  some  exp?rience  in  handling  antitrust  cases  on  their  own  we  would 
not  now  have  a bench  that  is  so  woefully  ignorant  of  the  antitrust  laws. 

The  present  head  of  the  Antitrust  Division,  Wendell  Berge,  in  my  opinion  is  a 
very  capable  lawyer  and  is  trying  to  do  an  able  job.  I don't  know  whether  he 
gets  full  cooi>eration  from  the  Attorney  General.  If  you  have  a man  at  the  head 
of  the  Antitrust  Division  who  l)elieves  in  enforcement  of  the  antitrust  laws,  he 
would  be  handicapped  if  the  Attorney  General  did  not  likewise  believe  in  enforce- 
ment. Some  people  might  suggest  that  M'e  give  the  head  of  the  Antitrust  Division 
more  latitude,  but  then  you  might  run  into  the  same  situation  as  with  Dickinson 
where,  if  W3  did  not  have  the  chance  to  api)eal  to  the  Attorney  General,  there 
would  have  been  no  Madison  Oil  case  brought. 

I have  tried  to  develop  some  constructive  suggestions  as  to  how  the  Department 
might  be  oj)erated  more  efficiently.  About  the  only  conclusion  I can  come  up  with 
is  inore  money  and  bringing  district  office  personnel  more  directly  into  cases  by 
giving  them  the  right  to  bring  suit  in  the  first  instance. 

The  plea  of  nolo  contendere  should  definitely  be  abolished,  at  least  in  anti- 
trust suits.  Defendants  should  be  made  to  plead  either  guilty  or  not  guilty. 
Then  if  a violator  either  pleads  guilty,  or  is  found  guilty,  those  injured  can  take 
advantage  of  the  treble  damage  features  of  section  7 of  the  Sherman  Act  and  sec- 
tion 4 of  the  Clayton  Act.  The  use  of  the  plea  of  nolo  contendere  in  antitrust 
cases  is  used  in  many  cases  to  frustrate  the  effort  of  Congress  to  say  that  those 
injured  by  violators  of  the  antitrust  laws  may  be  compensated  therefor. 

\\  hile  on  this  subject  of  treble  damages,  may  I say  that  Congress  undoubtedly 
expected  section  7 of  the  Sherman  Act  and  si'Ction  4 of  the  Clayton  Act  to  be  of 
material  aid  in  the  enforcement  of  the  monopoly  statutes.  Such  expectation  has 
not  borne  fruit  because  of  the  use  of  the  plea  of  nolo  contendere.  Another  reason 
is  the  tendency  of  Federal  judges  to  find  technicalities  whereby  treble  damage  suits 
can  be  dismissed.  They  do  this,  apparently,  to  keep  their  district  from  being  the 
scene  of  hundreds  of  trials  once  a large  antitrust  suit  has  been  won  by  the  Govern- 
ment. Com])lainants  are  further  handicapped  by  the  practice  of  district  judges 
granting  defendant’s  motions  to  inspect  plaintiff’s  papers.  This  results  in  a 
“fishing  expedition”,  not  against  the  accused  but  against  the  accusor,  in  the  hope 
that  something  may  be  found  in  plaintiff’s  files  suggestive  of  irregularity  in  his 
normal  business  o[)erations  that  can  be  used  to  blackmail  him  into  withdrawing 
his  case. 

I have  one  further  suggestion  to  make  with  reference  to  seeing  that  the  pur- 
poses of  the  antitrust  laws  are  accomplished,  and  that  is  with  reference  to  the 
trade  papers  and  newspapers  professing  to  publish  prices  of  various  commodities. 
Of  course,  when  they  report  the  transactions  of  a recognized  and  regulated 
exchange  there  seems  to  be  no  question  but  what  such  prices  are  those  of  the 
market.  But  when  they  j^rofess  to  be  the  pric^es  at  which  a commodity  is  moving 
in  regular  trade,  and  not  sales  on  exchanges,  and  many  contracts  are  based  on 
such  publications’  statement  of  the  market  price,  it  is  important  that  such  prices 
be  accurate.  Most  such  papers  take  advertising  from  the  large  sellers  and  tend 
to  favor  holding  quotation  to  the  highest  point  or  even  above  what  everyone  in 
the  trade  knows  is  the  going  price.  It  is  particularly  damaging  when  some  person 
or  group  have  been  so  dumb  as  to  sign  contracts  based  on  the  publication’s 
quotations.  It  seems  to  me  that  the  antitrust  laws  might  properly  be  amended 
to  require  publications  using  the  mails  and  quoting  commodity  prices  to  disclose 
the  source  of  their  price  information. 

It  is  not  too  late  to  keep  the  independents  alive  in  the  oil  bu.siness,  but  it  is 
going  to  take  vigorous  enforcement  of  the  antitrust  laws  to  hold  the  line.  Unfor- 
tunately, this  11  years  of  partial  enforcement  has  left  a bad  taste  in  the  mouths 
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of  many  independents.  There  has  grown  up  among  many  independent  oilmen 
a sort  of  feeling  of  “what’s  the  use;  wouldn’t  we  be  better  off  if  we  went  under  the 
umbrella.”  It  is  hard  to  convince  a man  in  that  frame  of  mind  that  he  is  stating 
his  death  sentence  and  will  end  up  out  of  business  or  as  an  employee. 

The  fundamental  difficulty  in  the  oil  business  is  the  use  of  profits  made  on 
transportation,  such  as  pipe  lines,  in  the  marketing  branch  to  subsidize  marketing 
losses.  That  is  why  I have  always  recommended  that  the  oil  companies  be 
divested  from  their  pipe  lines,  the  same  as  Congress  divested  the  railroads  of 
their  coal  properties  years  ago.  That  might  stop  the  use  of  these  enormous 
transportation  profits  \o  subsidize  marketing  losses,  then  if  that  doesn’t  stop  the 
monopoly  trend  in  marketing  the  next  step  which  should  be  taken  would  be  to 
divest  them  of  their  right  to  operate  in  marketing. 
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Hon.  Jamks  Webb,  Octobek  17,  1940. 

Director,  Bureau  of  the  Budget, 

Washington,  D.  C. 

Dkak  Mr.  AX  kbb:  The  Monopoly  Sul>eoinriiittee  of  the  House  Small  Businoss 
Committee  was  formed  on  June  7,  194(>,  to  investigate  the  effectiveness  of  the 
C.oyernmcnt  s program  to  combat  the  growth  of  monopolies  and  econoSifcon- 
contration.  \ ery  extensive  investisations  have  been  carried  on  since  the  forma- 

Oc  obt r K) 1 qff  ""i”’  i'i‘‘^i>surate  public  hearings  on 

uetot)or  \o.  We  had  planned  to  ask  vour  Messrs.  Moe  and  Schwirt/  tn 

concerning  tlie  handling  of  budget  requests  from  FTC  and  Antitrust  DiViJion. 

.ast  veek,  however  it  was  decided  that  the  hearings  would  be  canceled  and 

instrad,  a report  to  Congre.ss  would  be  submitted  based  on  the  inveSgaSis 

11*  deAkm  ffcLlSL"  '"I'.'-  O'  t"o  ■'eloa*  a.mo„„ci„« 

Since  It  IS  not  tio.ssible  to  invite  members  of  your  staff  to  testify,  we  are  reouest- 
matters^-^*^^  ^ ^ " '’it'en  statement  concerning  the  following 

(1)  Comments  on  the  extent  and  jiresent  seriousness  of  concentration  of 

economic  power. 

(2)  Do  the  amounts  approved  by  the  Bureau  of  the  Budget  for  FTC  and 

Antitrust  Division  for  each  of  the  last  10  years  repre.sent  what  Bmiget 
I ureau  considers  to  be  amounts  sufficient  to  carry  out  adequately  the 
antitrust  laws;  ‘ ^ ^ 

(3j  Suggestions  and  comments  for  improving  the  effectiveness  of  the  antitrust 


program. 

We  realize  that  you  have  many  pressing  matters  to  attend  to  and  we  regret 
tlie  necessi  y of  requesting  that  your  agency’s  statement  be  in  our  lianas" bv 
TSovember  1 so  that  it  can  reach  us  in  time  for  inclusion  in  our  report 
bincerely  yours,  ' 

K STK  S K K FA  U V K R, 

C hairman.  Monopoly  Subcommittee. 


Kxecutivk  Offtc'K  of  the  President, 

Bureau  of  the  Budget, 

Ho,,.  Estb,  KkF,VUVEE,  ” 

Select  Committee  o?i  Small  Business, 

House  of  Representatives,  11  ashington  2o,  D.  C. 

mar'  BkarMr.  Kee.attver;  This  is  in  reply  to  your  letter  of  Oct  ber  17 
lOy,  requesting  comments  on  three  matters  rel.ating  to  vour  committee  s iuvestb 
ga tion  ot  the  efiectivene.ss  of  Federal  programs  dealing  with  the  problem  of  nio- 

1 m I -^'ri  concentration.  Brief  comments  on  these  matters  are  pre- 
sented in_  the  following  paragraphs:  ^ ^ 

“(1)  Comments  on  the  extent  and  present  seriousness  of  conce.dratinn  of  economic 
p,,wer.  -lam  sure  that  you  are  already  familiar  with  tlie  extensive  iuvestigatrn.s 
on  the  subject  made  by  the  lemporary  Xational  Fconomic  Committee  and  the 
more  recent  study  made  for  the  Senate  Small  Business  Committee  by  the  Smaller 
t Corporation  I hese  reports  and  other  studies  indicate^the  need  for 
a efyctive  antimonopoly  policy.  They  also  indicate  that  such  a policy  requires 
not  only  regulatory  action  to  protect  compel ii  ive  enterprise  but  also ‘provi.sion 

aids  to  competitive  small  businesses.  To  assure  a well- 
program  the  Bureau  has,  in  its  recommend itions,  supported 
the  small-business  programs  of  the  Department  of  Commerce  and  the  Recon- 
struction binance  Corporation.  uit  ivecon 

, Do Jfte  amounts  approved  by  the  Bureau  of  the  Budget  for  FTC  and  Anti- 

trust Division  for  each  oj  the  last  10  years  represent  u'hat  Budget  Bureau  considers  to 
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he  amounts  sufficient  to  carry  out  adequately  the  Antitrust  laws?'" — -During  the 
docado,  approjjriations  for  the  Antitrust  Division  (Department  of  Justice)  ap- 
proved'by  the  Bureau  and  recommended  by  the  Presiflent  have  increased  from 
$475,000  in  the  fiscal  year  1038  to  $1 ,900,000  for  the  current  fiscal  year. 

Similarly  f-  r the  Federal  Trade  C'ommission,  the  amount  recommended  for 
1938  was  $1,981,000.  For  the  fiscal  year  1947,  because  of  a supplemental  esti- 
mate based  on  a plan  of  n^organization,  the  amounts  aj)proved  totaled  $3,476,400; 
on  a full-year  basis,  the  -comparable  recommendation  would  have  been  roughly 
$4,000,000,  a program  substantially  above  the  prewar  magnilude. 

I am  satisfied  that  a more  rapid  rate  of  cx]>ansion  in  the  funds  jirovided  to  tlu^se 
agencies  would  not  have  meant  a corresponding  improvement  in  tlie  enforcement 
of  tliese  laws,  unless  it  had  been  accompanied  by  considerable  changes  in  the  laws 
themselves  and  in  the  machinery  set  up  to  administer  them.  The  funds  recom- 
mended, in  my  opinion,  have  beem  consistent  with  the  budgetary  situation  existing 
in  those  years. 

In  the  main,  with  very  few  exceptions,  the  estimates  recommended  by  the 
President  have  been  somewhat  higher  than  tlie  amounts  actually  appropriated 
by  the  Congress.  A few  months  ago.  for  example,  the  President  recognized  the 
need  for  a fundamental  reorganization  of  the  Federal  Trade  Commission.  The 
appropriations  committees  expressed  a sympathetic  attitude  toward  the  proposed 
reorganization,  but  the  Congress  did  not  provide  the  full  amount  requested  for 
this  purpose. 

'*(3)  Suggestions  av,d  comments  for  improving  the  effiectiveness  of  the  antitrust  pro- 
gramd^ — The  antitrust  program  is  an  important  part,  but  only  a part,  of  the 
regulatory  protection  of  free  enterprise.  Restraints  upon  unfair  competitive 
methods  (including  false  advertising  and  labeling),  the  patent  laws,  and  the  con- 
trol of  certain  either  cor])orate  practices  are  closely  related  j^rograms.  Besides 
the  Antitrust  Division  and  the  Federal  Trade  Commission  tlie  most  important 
agencies  administering  these  j^rograms  are  the  Patent  Office  (Dej)artment  of 
Commerce),  the  Food  and  Drug  Administration  (Federal  Security  Agency),  the 
Alien  Property  Custodian  (Dei)artment  of  Justice),  and  the  Securities  and  Ex- 
change Commission. 

If  we  are  to  have  a consistent  and  effective  “over-all  antimonopoly  jmlicy’^  as 
the  President  urged  last  January,  we  must  develoji  better  teamwork  between 
these  agencies.  At  present  the  regulatory  field  is  characterized  by  overlai)ping 
concurrent  jurisdiction  under  the  same  statutes  (Antitrust  Division  and  FTC' 
under  the  Clayton  Act);  the  same  business  action  may  violate  separate  statutes 
administered  by  different  agencies  (collusive  price  fixing  may  violate  the  Sherman 
Act  and  also  tlie  Federal  Trade  Commission  Act);  and  differemt  statutes  a<lminis- 
tered  by  different  agencies  are  potentially  antagonistic  (the  Sherman  Act  and  the 
patent  laws).  Removal  of  some  of  these  inconsistencies  will  require  legislative 
action. 

Our  national  policies  on  regulation  of  business  also  need  legislative  clarification. 
As  it  now  stands,  the  substantive  law  of  business  jiractices  is  complex,  vague, 
and  difficult  to  administer.  Much  of  the  present  legislation  was  enacted  to  deal 
with  much  simpler  situations  tlian  those  existing  at  present:  the  standards  pro- 
vided in  some  cases  may  be  unrealistic  due  to  clianged  conditions.  In  addition, 
it  seems  doubtful  whether  })resent  legislation  effectively  reaches  some  forms  of 
restrictive  practices,  and  whether  penalties  and  other  restraints  are  ade<iuate  to 
control  known  violations. 

TXEC  reconnnended  a number  of  significant  changes  in  the  antitrust  laws 
and  the  powers  of  the  FTC.  In  the  light  of  postwar  conditions,  additional  changes 
may  be  desirable.  We  sliould  consider  placing  major  empliasis  on  preventing 
the  further  growth  of  concentration  that  leads  to  unregulated  monopoly  and  on 
policing  the  restrictive  practices  through  which  monopoly  gains  and  holds  its 
power.  Since  the  merger  movement  after  the  First  World  M ar  is  one  of  the 
major  sources  of  the  high  degree  of  concentration  today,  it  appears  important 
that  legislation  be  enacted — perhaps  through  passage  of  the  bill  (H.  R.  5535) 
which  you  have  introduced — which  will  prohibit  all  future  mergers  or  acquisitions 
of  corporate  assets  whose  effect  is  to  lessen  competition  to  the  detriment  of  the 
public  interest.  Moreover,  just  as  our  Government  is  now  proposing  interna- 
tional agreements  to  outlaw  restrictive  practices  in  foreign  trade,  we  can  and 
should  tighten  j)resent  laws  on  domestic  trade  practices.  It  may  also  be  necessary 
to  provide  the  regulatory  agencies  with  power  to  require  advance  approval  of 
certain  types  of  industry  agreements,  comparable  to  the  authority  now  possessed 
by  the  SEC  to  stop  issuance  of  new  securities  when  their  registration  statements 
are  misleading  or  untruthful.  There  seems  to  be  a growing  feeling  that  preventive 
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S r Srs?J;.S,r5  S"?  .“tpeSSit  p?r  S tK; 

Very  truly  yours, 


James  E.  \\ebb,  Director. 
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SUPPLEMENTARY  EXHIBITS  IN  CONNECTION  WITH  ANALYSIS  OF 

THE  BUREAU  OF  THE  BUDGET 


Select  Committee  on  Small  Business  of  the 
House  of  Representatives  of  thf  L'nited  States, 

Washington,  D.  C.,  January  25,  ’l946. 
Re  Executive  Order  9665  (December  27,  1945). 

Hon.  John  W.  Snyder, 

Director,  Office  of  War  Mobihzation  and  Reconversion 
ihe  W'hite  House,  Washington,  D.  C.  ’ 

Dear  Mr.  Snyder:  In  submitting  this  letter  to  you  I am  acting  upon  the 
unanimous  instructions  of  the  House  Committee  on  Small  Business  which  has 
completed  public  hearings  today  on  the  subject  of  the  manner  in  which  the 

Bureau  of  the  Budget  is  peiforming  its  assignment  under  the  terms  of  said  order 
and  other  matters.  ' 

In  coming  to  the  conclusions  which  are  recorded  in  this  letter  the  Committee 
did  so  only  after  heai mg  te.stimony  on  the  subject  from  the  following  witnesses- 
Secretaiy  of  Commerce  Henrv  A.  Wallace. 

Under  Secretary  of  Commerce  Alfred  Schindler. 

Mr.  Evert  L.  Stancliff,  Director  of  Fiela  Operations,  Department  of  Com- 
merce. 

^^of  Commerce  Chief,  Division  of  Small  Business,  Department 

r Budget  Officer,  Department  of  Commerce. 

Chairman  Chailes  B.  Henderson  of  the  Reconstruction  Finance  Corporation 
Mr.  .lohn  D Goodloe,  general  couiusel.  Reconstruction  Finance  Coiporation. 
A r ’ J.  Fushman,  President,  W ar  Assets  Corporation. 

" r*  * n -^^sistaut  Chief,  Examining  Division,  Reconstruction 

lunance  Corporation. 

Corporation Business  Section,  Reconstruction  Finance 

Mr.  Robert  J.  Hays,  Vice  President,  War  Assets  Corporation 
Seventeen  regional  directoi  s,  district  managers,  and  officials  of  the  Wash- 
lygton  Office  of  the  Smaller  \\  ar  Plants  Corporation,  including  the  general 
counsel,  and  Mr.  Elmer  B.  Staats,  Chief  Budget  Examiner,  Bureau  of  the 
Budget,  who  was  accompanied  to  the  hearings  by  Mr.  Robert  M'.  Zehring 
and  Mr.  Robert  C.  Bast,  also  of  the  Bureau  of  the  Budget 

Pniin  iw  o to  you  because  testimony  given  at  the  hearings  indi- 

r suggestion  of  a com- 

mittee of  w hich  >mu  acte^d  ^ chairman;  the  other  members  of  which  were  Judge 

Rosenman  and  Mr.  Smith,  Director  of  the  Bureau  of  the  Budget. 

1 shall  try  to  make  this  letter  as  brief  as  possible,  summarizing’our  findings  and 

asTiTth'^w-n  explanatory  comment  rather  than  to  go  into  great  detail 

as  to  the  testimony  of  each  individual  witness.  A transcript  of  the  testimonv  will 
be  supplied  you  if  you  desire  it. 

fumU  of  u^^  Executive  order,  the  functions,  personnel,  and 

h ' ^ the  Smaller  Mar  Plants  Corporation  are  to  be  distributed  among  various 

F nAneftr  Commerce  Department  and  the  RecoiJtruction 

besumflipHS^  January  28  1946,  the  committee  feels  that  you  should 

DC  supplied  \\  ith  its  findings  immediately. 

Because  the  merger  is  being  effected  under  the  terms  of  the  First  War  Powers 

wui  propo^d  under  the  recently  adopted  Reorganization  Act 

provided  the  Congress  with  a reasonable  period  of  time  in  which 

In  ut«  the  plan,  immediate  consideration  of  the  matter  seemed  necessarv. 

committee  feels  that  immediate  con.sideration  of  its  findings 

and  recommendations  by  the  executive  branch  at  the  proper  level  is  also  in  ordel-. 
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Thf‘  committee’s  findiiiKs  may  bo  summarized  as  follows: 

I.  We  have  no  opposition  to  any  merger  plan  which  consolidates  the  functions, 
funds,  and  iXTsonnel  of  the  Smaller  War  Hants  C’orporation  with  those  of  other 
agencies  in  the  interests  of  economy  and  increased  administrative  efficiency, 
provided  that  the  continuity  of  service  by  the  Federal  Government  to  small 
businesses  at  the  Washington,  regional,  and  district  office  levels  is  not  disturbed 
and  the  standard  of  the  service  is  not  reduced. 

II.  We  regret  to  state,  however,  that  we  find  no  evidence  that  the  merger  will 
result  in  economy  or  increasi?d  administrative  efficiency. 

III.  We  further  find  that  the  measures  and  dispositions  which  have  been  deter- 
mined by  the  Director  of  the  Bureau  of  the  Bridget  as  being  necessar\’  to  effectuate 
the  transfers  provided  for  in  the  Executive  order  under  the  authority  granted  to 
the  director  under  section  4 of  the  order  will  seriously  interfere  with  the  con- 
tinuity of  service  by  the  Federal  Government  to  small  businesses  and  will  reduce 
the  standard  of  service  heretofore  rendered  by  Smaller  War  Plants  Corporation 
both  in  quality  and  in  scope. 

IV.  We  liave  no  opposiiion  to  the  transfer  of  the  small  business-loan  function  to 
the  Reconstruction  Finance  Corporation. 

V.  We  have  no  opposition  to  the  transfer  of  such  functions  as  it  is  proposed  to 
transfer  to  the  DepartUient  of  Commerce. 

VI.  We  are  vigorously  opposed  to  the  transfer  of  the  personnel  and  funds  of  the 
field  or  district  offices  (other  than  those  of  the  Loan  Bureau)  to  the  Reconstruction 
Finance  Corporation.  We  feel  strongly  that  those  funds  and  personnel  should  be 
transferred  to  the  Commerce  Department  as  have  been  the  funds  and  personnel 
of  the  regional  offices. 

VII.  We  oppose  the  transfer  of  the  small-business  surplus-property  priority 
purchase  right  to  the  Reconstruction  Finance  Corporation.  Testimony  demon- 
strated that  this  function  is  not  sought  by  RFC.  In  granting  RFC  the  sole  right 
to  thus  police  itself  in  the  matter  of  surplus  disposals  for  small  firms,  we  believe 
that  the  intent  of  Congress  in  adopting  section  18  (e)  of  the  Surplus  Propi^ny  Act 
is  being  disregarded.  We  believe  that  this  function  should  be  transferred  to  the 
Department  of  Commerce. 

VIII.  We  find  that  certification  of  veterans’  priorities  in  the  matter  of  surplus 
disposal  is  primarily  a clerical  job,  not  on<?  requiring  the  f»ervices  of  trained  en- 
gineers who  it  is  felt  have  performed  more  important  services  for  small  business  ip 
the  SWPC  field  offices  and  would  be  more  cfiiciently  employed  in  the  field  organiza- 
tion of  Commerce  Department  than  in  the  surplus-disposal  organization  of  RFC^ 
Additional  clerical  personnel  could  and  should  be  secured  from  other  sources  to 
do  veterans’  certification  work  instead  of  imposing  that  task  upon  men  trained 
professionally  to  render  assistance  in  the  small-business  field  on  problems  requiring 
supt^rior  engineering  and  management  knowledge. 

IX.  We  fail  to  understand  why  the  procurement  and  subcontracting  functions 
originally  assigned  to  Smaller  War  Plants  Corporation  under  section  4 (f)  of 
Public  Law  603  are  assigned  to  RFC/  instead  of  to  C/ommerce  Department.  To  us, 
these  functions  seem  to  be  an  integral  pari  of  any  small-business  assistance  pro- 
gram such  as  ihat  otherwise  assigned  to  Commerce  Department  under  the  order. 

X.  We  are  not  entirely  satisfied  with  the  general  outlines  of  the  small-business 
assistance  programs  of  both  the  Department  of  Commence  and  th^  Reconstruction 
Finance  Corporation  as  they  were  submitted  to  us  by  the  officials  of  these  agencies 
dyring  our  hearings.  We  feel,  however,  that  such  deficiencies  in  these  programs 
which  we  have  observed  may  best  be  corrected  through  conference  with  the  heads 
pf  those  agencies  than  by  other  means  at  this  time,  provided  that  certain  modifica- 
tions in  the  terms  of  the  f]xecutive  order  and  the  measures  now  authorized  there- 
under can  be  promptly  arranged,  as  follows: 


RE  C o M M E N D A T I O N S 


A.  The  Executive  Order  9665  be  amended  as  follows: 

(a)  Transfer  to  the  RFC  all  the  ktan  functions  of  Smaller  War  Plants 
Corporation  heretofore  carried  out  umler  section  4 (f)  and  section  6 of  the 
act  of  June  11,  1942  (56  Stat.  351),  and  loan  functions  carried  out  under 
section  18  (f)  of  the  Surplus  Property  Act  of  1944  (58  Stat.  765),  and  loan 
functions  carried  out  under  the  Contract  Settlement  Act  of  1944  (58  Stat. 
649).  All  personnel,  property,  records,  assets  and  liabilities  of  the  Corpora- 
tion directly  involved  in  the  making  of  loans  are  likewise  to  be  transferred 
to  RFC,  together  with  the  loan  functions  of  the  Board  of  Directors  of  the 
Corporation. 
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■ Transfer  to  Cominerce  Department  all  other  functions  heretofore  car- 
ned  on  by  Smaller  V ar  Plants  Corjiorulion.  All  j>ersonnel  not  directly 
engaged  in  loan  activities  are  to  be  transferred  to  the  Department  of  C’orn- 
merce  1 his  includes  personnel  employed  by  SWPC  but  j)aid  out  of  funds 
furnished  by  Surplus  Property  Administration. 

(Note  —This  inchidos  sjH*c‘ific  authorization  that  all  field  office  functions, 
j>orsonnel  and  funds  of  SV  PC  shall  be  transferred  to  f^oinmerce  Department 

emj4o> ees,  functions,  and  funds  of  the  Loan  Bureau  to  be  excluded  from  this 
provision,  however.) 

B.  The  committee  n^commeiids  that  the  President  shall  be  reciuested  to  make 
said  amendment  before  January  28,  1940,  the  effective  date  of  Order  9605 
d Ihe  committee  recommends  that  the  function  of  ccrtifving  veterans  for 
surplus  property  be  handled  either  by  the  Veterans’  Administration  or  bv  installing 
V\ar  Assets  ( orporation  representatives  in  the  local  veterans  information  centers 
iV'.  to  effect  a transfer,  additional  positions  should  be  authorized 

b\  the  Bureau  of  the  Budget  and  additional  personnel  temporarily  assigned  bv 
V\ar  Assets  Corporation  to  carry  on  this  work  in  the  SWPC’  district  offices.  As 
the  certification  function  is  taken  over  by  Veterans’  Administration  or  bv  the 
ncw'offiLs*^””  centers,  such  additional  personnel  can  be  assigned  to  the 

In  submitting  this  letter  to  you,  the  committee  feels  obliged  to  express  its  keen 

nianner  in  which  the  assignment  given  to  the  Bureau  of 
nr  under  this  order  has  been  ^ndled.  It  is  clear  that  full  consideration 
was  not  guen  bj  that  Bureau  to  the  importance  of  maintaining  a continuitv  of 
service  to  small  busnicss  by  the  Government  right  at  this  critical  time  The 
testimony  of  L nder  Secretary  of  Commerce  Schindler  was  clear  and  jiositive  on 
this  point.  From  his  testimony  and  from  the  views  expressed  bv  other  compe- 
tent witnesses,  it  is  clear  that  the  Department  of  Commerce  would  not  be  placed 
m a position  und^  the  terms  of  this  order  or  under  the  measures  determined  by 
the  Bureau  of  the  Budget,  to  render  anytliing  but  a token  service  to  small  business 
for  a period  of  at  least  6 moiiths  and  probably  longer.  Under  the  program  pr2- 
ently  planned,  C ommerce  Department  could  not  hope  to  render  wnall  ImshieJs 
scr\  ice  and  assistance  of  a standard  or  a scope  such  as  that  previously  rendered 
b}  femaller  War  I lants  Corporation  for  many  months  to  come 

nffilVL  siiiccrely  expressed  hbpe  that  it  will  be' possible  for  vour 

office  to  make  the  necessary  arrangements  to  comply  with  the  suggested  changes 
m the  order  and  the  other  collateral  directives  which  would  be  required  before 
the  effective  date  of  the  order  which  is  January  28,  1946 

In  that  these  views  must  be  submitted  to  you  on  such  short  notice 

f tm  if " ^ ^ merger  is  not  being  handled  under  the  provisions  of 

the  Reorganization  .\ct,  no  other  course  seemed  feasible  than  for  us  to  have  held 

tWs  fShion^  question  and  to  have  supplied  you  with  our  findings  promptly  in 

Ihe  committee  is  fully  aware  of  the  extra  burden  which  this  letter  imposes  on 
the  many  difficult  assignments  that  you  are  handling  at  this  firne 
It  feels,  however  that  a proper  evaluation  of  the  role  which  small  business  plavs 

particularly  at  this  difficult  reconverison  time,  justifies  i'ts 

offidal^u™;S.r  S''-'"  iran-odiate 

Vith  kindest  personal  regards, 

Sincerely  yours. 


J.  W.  Robinson,  M.  C. 

(For  the  committee). 
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PART  V 


EXHIBITS— SMALL-BUSINESS  PROGRAM 

A.  DEPARTMENT  OF  COMMERCE 


June  28,  1946. 

The  Honorable  Henry  A.  Wallace, 

Secretary  of  Commerce^  Department  of  Commerce^ 

Washington^  D,  C. 

Dear  Henry:  A new  subcommittee  of  the  House  Small  Business  Committee 
has  recently  been  formed  to  investigate  the  effect  of  monopolies  on  the  competitive 
position  of  small  business. 

Before  holding  formal  hearings,  we  wish  to  have  certain  facts  and  suggestions 
from  the  heads  of  the  agencies  most  directly  responsible  for  preventing  monopolies 
and  for  assisting  small  business. 

While  the  attached  list  of  questions  may  seem  long,  we  hope  it  will  not  be  un- 
reasonably burdensome.  If  any  of  these  questions  are  impractical  or  should  be 
stated  in  a different  way  to  contribute  more  to  the  successful  conduct  of  our  inves- 
tigation, I should  appreciate  your  having  a member  of  your  staff  discuss  the  points 
with  Mr.  J.  G.  Crost  of  our  committee  staff. 

Would  it  be  possible  for  your  agency  to  submit  the  requested  information  to  us 
within  10  days? 

Sincerely  yours, 

Estes  Kefauver, 
Chairman^  Monopoly  Suhcommittee, 

Material  Requested  of  Commerce  Department 

1.  We  should  appreciate  having  the  benefit  of  your  comments  concerning  the 
extent  and  present  seriousness  of  monopolies  and  concentration  of  economic  power. 

2.  Please  indicate  the  respects  in  which  your  agency,  in  gathering  information 
concerning  business  activities,  now  has  data  which  measure  concentration  of  in- 
dustry. Please  indicate  the  ways  in  which  your  agency  might  revise  its  data- 
gatliering  procedures  so  as  to  keep  Congress  better  informed  regarding  concentra- 
tion. We  have  in  mind  the  use  of  your  Facts  for  Industry  series  and  census  data 
along  such  lines. 

3.  In  what  respect  can  your  agency  be  helpful  to  the  Department  of  Justice 
and  the  Federal  Trade  Commission  in  their  carrying  out  of  their  responsibility 
for  preventing  monopoly  and  concentration  of  economic  power? 

4.  What  are  your  present  methods  for  determining  the  needs  of  small  business? 
How  adequate  are  these  methods?  What  improvements  are  necessary?  Is  your 
agency  in  a position  to  report  to  Congress  what  needs  to  be  done  to  preserve  and 
strengthen  the  competitive  position  of  the  small  business  segment  on  an  industry- 
by-industry  basis? 

5.  Are  there  any  important  respects  in  which  the  statutory  authority  of  the 
executive  branch  to  render  positive  assistance  to  small  business  and  to  assist  small 
business  in  their  efforts  to  combat  monopoly  and  concentration  may  be  inadequate? 

If  there  are  important  inadequacies,  please  cite  examples  and  cases  which  illustrate 
them. 


The  Secretary  of  Commerce, 

„ ,,  „ Washington  25,  July  26,  19A6, 

Hon.  Estes  Kefauver, 

Chairman,  Monopoly  Subcommittee, 

Select  Committee  on  Small  Business, 

House  of  Representatives,  Washington,  D,  C. 

Dkar  Estes:  Following  up  my  letter  of  July  3,  in  answer  to  your  request  of 
June  28,  1 am  enclosing  herewith  a statement  prepared  by  this  Department 
covering  the  five  items  listed  on  the  attachment  to  your  letter. 
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futVre  You  can  depend  on  our 

Sincerely  yours, 

H.  A.  Wallace, 
Secretary  of  Commerce. 

Material  Furnished  by  Department  of  Commerce 
Item  No.  1 of  the  material  requested  rends  as  folloM^s- 

corporatfona.*^  Iviore  Th™n  importance  of  larger 

SdSIf  mOTe‘’‘lhM  ThSfnrtha  of  ^ “la d”'? "ff  »”P°  “n 

'Sa'‘2,XFls  €r/ 

industrial  orgamrations  was  St  bTS  eorpoS  by 

the^f^r^r^SrporSL'^s^inTbe^^^^  situation  particularly  since  the  gains  of 

quarter  of  T94  ” “ “tl"isitions  during  the  Inst 

ind'iX  a‘‘VfrSet'’a™?^S  fuT'"*'’™  '"•  ‘""rew^iinK  at  a rapid  rate  which  might 

ab!,veTiiy?o^\eSronliJ?t?ri?ted'^^^^^^^^  Developments,  mentioned  in 

^ May  23,  1946. 

DO.MESTIC  ECONOMIC  DEVELOPMENTS 

sine?  v7L‘v  ■*  »/  “meller  by  larger  firms  have  shown  a sharp  increase 

bel^wLSabi?  L P“md  since  1019  is  portrayed  in  ?he  cTrt 

+mn=  of  the  First  World  Y"ar  there  occurred  a M'ave  of  mergers  and  acouisi 

tions  M'hich  continued  through  1919.  1920,  and  the  earlv  nart  of  1Q9I 
interrupted  bv  the  postwar  depression  Aatiin  in 

Se?ati"d"r^^  was  r^enewed'a?  an 

+Lo  . ^ ^ise  in  mergers  and  acquisitions  began  soon  after  Pearl  Harbor  with 

trend  continuing  throughout  the  war  period  After 
, the  increase  was  particularly  sharp  and  closely  resembled  the  upswing  that 
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took  place  at  the  end  of  the  First  Y'orld  War.  In  the  fourth  quarter  of  1945 
mergers  and  acquisitions  reached  the  highest  level  since  1931,  and  preliminary 
indications  are  that  the  high  rate  is  continuing.  The  preliminarv  data  for  the 
first  quarter  indicate  a decline  from  the  peak  of  the  fourth  quarter  of  1945.  How- 
ever, this  is  attributable  for  the  most  part  to  the  usual  seasonal  decrease  in  the 
first  quarter  of  each  year.  ' 

Ihe  number  of  mergers  and  acejuisitions  in  the  first  quarter  of  1946  was  more 
than  one-third  above  the  number  in  the  first  quarter  of  1945. 

During  the  war  period  most  of  the  mergers  and  acquisitions  took  place  in  the 
nondurable  goods  industries.  Table  2 shows  the  recent  trends  by  the  major 
mining  and  manufacturing  industries. 

Big  liquor  companies,  for  example,  absorbed  numerous  distilleries  and  also 
entered  the  winery  field  on  a large  scale.  The  three  largest  liquor  companies  in 


Source's  of  data:  Temxiorary  National  Economic  Commute  and  War  Plants  Corporation 


the  United  States  acquired  22  distilleries,  6 wineries,  1 brewerv,  1 cooperage  firm 
and  1 carbonated  water  concern  in  the  years  1940-45.  The  largest  of  these  com- 
panies, Distillers  Corporation-Seagram.s,  Ltd.,  Took  over  Frankfort  Distilleries 
one  of  the  largest  independents,  as  well  as  8 other  smaller  distillers.  Schenlev 
Distillers  Corporation  absorbed  5 distillers,  3 wineries,  a brewery,  and  a cooperage 
firm,  while  National  Distillers  Products  Corporation  made  12  acquisitions  includ- 
ing 7 distillers,  3 wineries,  and  a carbonated  water  firm.  The  Big  Four  distillers 
not  only  control  approximately  30  percent  of  the  distillery  capacity  but  also  are 
in  possession  of  better  than  a fifth  of  the  winery  storage  capacity  (as  well  as  half 
of  the  aging  wines)  in  California. 

Many  of  our  present-day  giant  dairy  concerns  which  were  formed  through 
mergers  in  the  twenties  haye  renewed  their  acquisition  driye,  absorbing  numerous 
smaller  milk,  cheese,  and  butter  factories  in  the  various  parts  of  the  country 
Large  chain  grocery  stores  not  only  acquired  smaller  chains  hut  also  continued 
the  integration  of  their  operations  by  purchasing  meat-packing  plants  and  small 
organizations  in  specialty  food  lines.  ' 
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■ 


1940  and  1945,  and  it.fSvXs  hT!  L acquisitions  between 

foods,  dairy  products,  coffee  and  prepared  baking  as  baby 

advertising  sit-ups  ’ ®®f^dlished,  Nation-wide  outlets,  and  well-organized 

s^in^rtK^thS 

sS|^pSSPS~:?S£3i 

Si'S,” 

iS§^«ai 

#pSiils«ssr« 

that  have  been^Xl^pIace”^'  expansion  of  operations  in  the  metals  industries 

?ipiigSls=iSH 
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Table  I —Number  of  manufacturing  and  mining  concerns  acquired  or  merged^  by 

quarters,  1919-46 


First 

Second 

Third 

Fourth 

First 

Second 

Third 

Fourth 

Year 

quar- 

quar- 

quar- 

quar- 

Year 

quar- 

quar- 

quar- 

quar- 

ter 

ter 

ter 

ter 

ter 

ter 

ter 

ter 

1919. 

57 

82 

147 

125 

1933 

19 

43 

33 

12 

1920 

209 

186 

188 

166 

19:U 

19 

25 

34 

23 

1921 

184 

99 

80 

122 

19.35 

36 

27 

38 

24 

1922. 

53 

82 

76 

1935  

39 

25 

27 

32 

1923 

84 

67 

44 

105 

1937 

32 

27 

29 

31 

1924 

no 

71 

87 

85 

1938.. 

32 

20 

22 

33 

1925  

124 

104 

127 

175 

1939 

24 

22 

16 

25 

192*i 

286 

236 

171 

146 

1940.' 

17 

32 

19 

32 

1927 

101 

247 

220 

213 

1941 

13 

18 

18 

33 

1928 

197 

315 

242 

274 

1942  

14 

13 

29 

37 

1929  - 

349 

;i95 

312 

IfiO 

1943  . - . 

26 

29 

36 

43 

1930  

2f)4 

237 

156 

189 

1944 

50 

57 

62 

1931 

16:1 

142 

87 

71 

1945. 

59 

S'! 

61 

121 

1932 

7 

102 

46 

40 

1946  

1 80 

J Preliminary. 


Sources:  1919  to  1939,  the  Structure  of  Industry,  Monograph  No.  27,  Temporary  National  Economic 
Committee,  p.  233;  1940  to  1940,  compiled  from  Standard  and  Poor's  daily  news  sections  and  Moody’s 
Industrials. 

Table  2. — Number  of  manufacturing  and  mining  concerns  acquired  or  merged,  by 

industries,  1940-45  ^ 


Industry 


Food  and  kindred  products 

Tobacco  manufactures 

Textile-min  products  and  other  fiber  manu- 
factures  

Apparel  and  other  finished  products  made 

from  fabrics  and  similar  materials 

Lumber  and  timber  basic  products 

Furniture  and  finished  lumber  products 

Paper  and  allied  products 

Printing,  publishing,  and  allied  industries 

Chemicals  and  allied  products. 

Products  of  pe'troloum  and  coal 

Rubber  products 

Leather  and  leather  products.. 

Stone,  clay,  and  glass  products.'. 

Iron  and  steel  and  their  products,  except 

machinery 

Nonferrous  metals  and  their  products 

Electrical  machinery 

Maehin'‘ry  (except  electrical) 

Automobiles  and  automobile  equipment 

Transportation  equipment  (except  auto- 
mobiles).  

Misc<-lI:incous  industries 

Mining 


1940  1941  1942  1943  i 1944 


1945  quarters 


I II  III  IV 


Total  m.anufactufing  and  mining. 


> Classified  according  to  industry  of  acquiring  company. 

Item  No.  2 of  the  material  requested  reads  as  follows: 

“2.  Please  indicate  the  respects  in  which  your  agency,  in  gathering  informa- 
tion concerning  business  activities,  now  has  data  which  measure  concentration  of 
industry.  Please  indicate  the  ways  in  which  your  agenev  might  revise  its  data- 
gathering  procedures  so  as  to  keep  Congre.ss  bettor  informed  regarding  concentra- 
tion. We  have  in  mind  the  use  of  your  Facts  for  Industrv  series  and  census  data 
along  .such  lines.” 

Several  organizational  changes  have  boon  made  recentlv  which  were  designed 
to  enable  the  Department  to  more  adeqnatelv  serve  the  business  community 
Among  other  changes  there  has  been  established  in  the  Office  of  Business  Eco- 
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measuring  changes  in  the  con- 

Division  which  is  responsible  for  analyzing  data 
Government  policies  as  they  affect  business  conditions  and  pros- 

tendencies  for  expansion  and  contraction  in  the 
economy  as  a guide  to  business  and  to  Government  policy,  assists  in  the 
coordinated  Government  action  with  a \uew  to  maintaining  a 
gorous  and  expanding  business  system,  and  advises  with  business  on  the 
^ objectives  and  methods.  This  Division  will  provide  studies 

programs  on  various  industries  and  sizes 
of  companies  and  other  Government  policies  as  they  affect  the  structure  of  the 
cconomv. 

Division  which  integrates  and  analyzes  the  eco- 
statistical  data  relative  to  the  fundamental  characteristics  of  the 
various  regions  of  the  United  States  or  subdivisions  thereof ; determines  the 
major  factors  bearing  upon  their  economic  development;  and  evaluates  cur- 
rent  and  potential  regional  programs  for  maximum  utilization  of  resources  in 
relation  to  trends  in  the  national  economv. 

^usiness  Structure  Division.  This  Division  is  most  directlv  concerned 
witn  the  problem  of  measuring  changes  in  concentration  and  some  of  its 
functions  are  as  follows: 

To  study  the  influence  of  such  factors  as  size,  the  concentration  or  disoer- 
sion  of  units,  cost  elements,  and  trade  practices,  and  their  relation  to  the  in- 
stitutional framework  within  which  private  enterprise  functions.  To  dem- 
onstrate the  character  of  the  processes  whereby  resources  are  utilized  to 
provide  a flow  of  final  products  to  ultimate  users.  To  investigate  the  impact 
ot  the  war  and  reconversion  on  the  structure  of  business  with  special  emphasis 
on  the  nature  of  geographic  shifts  and  potential  uses  of  war-built  facilities. 

possible  to  fully  staff  these  operations  because  of  iiiade- 
pnfgram”^^^’  attempt  will  be  made  to  initiate  a fully  rounded  research 

In  addition,  under  the  normal  activities  of  the  Office  of  Business  Economics 
we  are  collecting  a substantial  amount  of  information  which  is  useful  in  measuring 
L/f+  of  industries.  Summaries  of  several  tvpes  of  information  col- 

attached  reprints  from  the  Survey  of  Current  Business 
entitled  Industrial  Concentmtion  of  Employment,”  “1942  Corporate  Profits  by 
Size  of  Firm  and  Recent  Trends  in  the  Business  Population.”  i In  addition 
a series  which  sumnwizes  the  nurnber  of  mergers  and  acquisitions  currently  taking 
place  has  been  initiated.  It  is  intended  to  carry  forwaid  a regular  study  on 
m^gers  and  acquisitions  both  by  purpose  and  tvpe  of  action. 

Our  plans  include  extensive  corporate  financial  studies  which  will  include 
analysis  of  distribi^ion  of  holdings  of  corporations  by  size  and  industries  and  by 
interest  groups.  Reports  are  being  collectefl  covering  shipments  and  capital 
expenditures  in  order  to  obtain  a current  report  showing  the  trends  in  distribution 
of  production  and  expansion  of  capacity  by  size  of  firms  and  bv  industry 

Ihe  current  industry  and  business  statistics  of  the  Bureau  of  the  Census  lend 
them^lves  to  the  deimlopment  of  information  on  industrial  concentration  only 
on  certain  subjects.  The  curoent  appropriation  to  the  Bureau  are  not  adequate 
as  roe  recoding  and  retabulation  that  would  be  required  to  show  concentrations  in 
such  are^.  How'ever,  we  are  considering  the  feasibility  of  making  tabulations  of 
a limited  number  of  commodities  in  order  to  obtain  current  information  on  the 
changes  in  the  establishment  or  plant  structure  of  the  industries  in  \vhich  these 
commodities  are  produced.  In  most  instances,  how'ever,  such  tabulations  would 
not  provide  data  concerning  changes  in  corporate  concentration,  because  of  mul- 
tiple-product plants  and  multiplant  corporations.  The  preparation  of  such  infor- 
mation  would  require  a major  increase  in  resources. 

As  you  know,  the  primary  sources  of  information  with  regard  to  the  position 
of  small  business  are  the  Censuses  of  Manufactures  and  Business,  However 
1 niade  by  the  Department  for  conducting  such  censuses  in  fiscal  vear 

1947  has  been  turned  down,  which  makes  it  necessarv  for  this  agency  to  use  data 
collected  for  1939  as  its  base  for  almost  all  studios.  Since  the  war  has  changed  the 
stoicture  of  the  economy  substantially  it  is  essential  that  every  effort  be  made  to 
obtain  authorization  for  this  work  as  soon  as  possible;  and  the  best  action  to  obtain 

an  accurate  appraisal  of  the  position  of  small  business  would  be  reinstatement  of 
these  projects. 

I Material  listed  has  not  been  reprinted. 
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Item  No.  3 of  the  material  requested  reads  as  follows: 

“3.  In  what  respect  can  your  agency  be  helpful  to  the  Department  of  Justice 
and  the  Federal  Trade  Commission  in  their  carrying  out  of  their  responsibility  for 
preventing  monopoly  and  concentration  of  economic  power?” 

Preliminary  arrangements  have  already  been  inaugurated  by  the  Secretary  of 
Commerce  for  closer  cooperation  with  the  Department  of  Justice  and  the  Federal 
Trade  Commission  in  connection  with  monopoly  problems. 

The  Office  of  Business  Economics,  of  the  Department,  is,  of  course,  available 
to  the  Department  of  Justice,  and  to  the  Federal  Trade  Commission,  for  obtaining 
statistics  and  statistical  studies  which  might  be  pertinent  to  the  problem  of  evalu- 
ating monopoly  and  the  concentration  of  economic  power. 

The  Office  of  Domestic  Commerce,  of  the  Department,  has  specialists  assigned 
to  specific  industries,  who  might  render  some  assistance  on  and  industry-by- 
industry  basis. 

The  Office  of  Small  Business,  of  the  Department,  can,  through  its  various  staff 
and  divisional  units,  be  particularly  helpful  to  the  Department  of  Justice  and  the 
Federal  Trade  Commission  in  the  carrying  out  of  their  responsibilities  in  connec- 
tion with  the  prevention  of  monopoly  and  the  concentration  of  economic  powder. 

A continuous  liaison  between  the  Office  of  Small  Business  and  the  Department 
of  Justice,  as  well  as  the  Federal  Trade  Commission,  with  a mutual  exchange  of 
antimonopoly  information  and  experience,  is  an  obvious  means  of  effective  cooper- 
ation. Liaison  already  exists  but  it  can  be  made  more  effective  and  possibly 
established  on  a day-in,  day-out  basis. 

Counsel  of  the  Office  of  Small  Business  at  the  present  time  keeps  in  fairly  close 
touch  with  the  Antitrust  Division  of  the  Department  of  Justice  in  connection  with 
complaints  under  the  antitrust  law's,  pooling  arrangements  of  small  businesses, 
and  similar  matters. 

The  Competitive  Standards  Division,  of  the  Office  of  Small  Business,  devotes  a 
substantial  part  of  its  activities  to  the  Federal  Trade  Commission  and  has  an 
attorney  in  charge  of  these  activities. 

The  functions  of  the  Federal  Trade  Commission  have  been  studied  and  nego- 
tiations have  been  conducted  with  the  Commission  for  the  purpose  of  ascertaining 
how^  it  could  be  of  aid  to  small  business.  As  a result,  the  division  prepared  two 
comprehensive  and  detailed  field  instructions,  copies  of  drafts  of  which  are  at- 
tached hereto.  One  of  these  deals  with  the  regulation  of  business  practices  through 
trade  practice  rules  and  with  the  services  of  the  Federal  Trade  Commission  to 
small  business  in  connection  therewith.  The  other  deals  with  complaints  pro- 
cedure in  the  field  of  unfair  trade  practices  and  w'ith  the  services  made  available 
to  small  bunsinessmen  in  that  field  by  the  Federal  Trade  Commission  in  the 
absence  of  trade  practice  rules. 

Distribution  of  these  instructions  is  made  not  only  to  the  Department  of 
Commerce  field  offices  but  to  the  Commission’s  branch  offices  as  w'ell.  Thus, 
effective  liaison  between  the  agencies  is  encouraged  not  only  in  Washington  but 
in  the  field.  The  Commission  also  sends  its  releases  and  publications  directly  to 
the  Department’s  field  offices.  These  field  instructions  serve  the  additional 
purpose  of  encouraging  small  businessmen  to  present  their  problems  freely  to  the 
Department  of  Commerce  representatives. 

Department  of  Commerce, 

Office  of  the  Secretary, 
Washington  25,  July  10,  1946, 


memorandum 

To:  Laurence  F.  Arnold,  Director,  Office  of  Small  Business;  J.  C.  Capt,  Director, 
Bureau  of  the  Census;  John  C.  Green,  Director,  Office  of  Technical  Services; 
H.  B.  McCoy,  Acting  Director,  Office  of  Domestic  Commerce;  Arthur  Paul, 
Director,  Office  of  International  Trade;  Evert  L.  Stancliff,  Director,  Office  of 
Field  Operations;  Amos  E.  Taylor,  Director,  Office  of  Business  Economics. 
From:  The  Secretary. 

The  period  immediately  ahead  will  be  a critical  one  for  small  business.  The 
inherent  difficulties  of  operating  under  these  conditions  are  so  severe  that  I do 
not  think  we  can  afford  to  let  monopolistic  practices  impose  additional  restrictions 
on  the  opening  of  new'  enterprises  or  the  expansion  of  those  already  in  existence. 

The  Antitrust  Division  of  the  Department  of  Justice  has  offered  us  their  full 
cooperation  in  handling  any  situations  in  w’hich  such  restrictions  might  develop. 
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I shall  appreciate  your  bringing  to  my  attention  cases  where  monopolistic  prac- 
tices are  affecting  small  business  in  order  that  they  may  be  referred,  where  such 
action  is  appropriate,  to  the  Antitrust  Division.  You  might  also  indicate  your 
views,  on  the  basis  of  past  experience  with  such  cases,  as  to  the  potential  effective- 
ness of  such  an  arrangement  in  support  of  our  small-business  program. 

Item  No.  4 of  the  material  requested  reads  as  follows: 

“4.  What  are  your  present  methods  for  determining  the  needs  of  small  busi- 
ness? How  adequate  are  these  methods?  What  improvements  are  necessary? 
Is  your  agency  in  a position  to  report  to  Congress  what  needs  to  be  done  to  pre- 
serve and  strengthen  the  competitive  position  of  the  small  business  segment  on 
an  industry-by-industry  basis?'^ 

Through  its  Office  of  Business  Economics  the  Department  can,  by  appropriate 
studies  and  services,  evaluate  the  competitive  position  of  small  business  and 
formulate  at  least  general  determinations  as  to  the  needs  of  small  business  in  its 
struggle  against  monopoly. 

The  Office  of  Small  Business  has  no  specific  research  organization  or  research 
personnel  of  its  own.  However,  it  is  so  organized  functionally  that  it  obtains 
first-hand  information  of  a large  variety  of  small  business  problems  and  needs. 

Its  Business  Counseling  Division,  for  instance,  is  an  open  door  for  receiving 
countless  small  business  complaints,  many  of  them  relating  to  alleged  discrimina- 
tions in  favor  of  big  business.  The  Finance  and  Tax  Division,  of  the  Office  of 
Small  Business,  is  constantly  reminded  by  actual  cases  of  the  dire  need  of  small 
business  for  adequate  financial  credit  on  reasonable  terms,  comparable  to  the 
credit  available  to  big  business  concerns.  The  Division  is  also  constantly  re- 
minded by  small  business  complaints  of  the  need  of  small  business  for  favorable 
consideration  in  tax  legislation,  if  it  is  to  survive  in  competition  with  powerful 
large  business  competitors. 

The  Special  Services  Division  serves  small  business  in  connection  with  surplus 
property,  CPA  regulations  as  to  materials  and  equipment,  and  Government  pro- 
curements. There  is  an  interesting  reference  to  the  Division  on  page  2 of  the 
Washington  Small  Business  Newsletter,  of  July  13,  1946,  copy  of  which  is  at- 
tached hereto.  Because  of  its  work  and  general  activities  the  Division  learns  of 
the  needs  of  small  business. 

The  Division  is  a militant  champion  of  small  business  before  other  Government 
agencies.  As  the  result  of  its  protests,  CPA  has  receded  from  a loose  policy  of 
using  its  war  powers  to  set  aside  small  business  and  other  priorities  established 
by  the  Surplus  Property  Act.  WAA  has  similarly  receded  from  a proposal  made 
by  it  to  discourage  the  exercise  of  the  small  business  surplus  property  priority. 
The  Division  has  had  the  leading  part  in  the  'ireation  of  the  low  cost  men’s  clothing 
program  based  on  surplus  materials,  under  the  joint  sponsorship  of  various 
Government  agencies. 

Representatives  of  the  Division  have  appeared  before  conferences  of  small 
businessmen  in  cities  like  St.  Louis  and  Denver,  where  the  small  businessmen  had 
every  opportunity  to  present  their  needs.  Counsel  for  tne  Office  of  Small  Busi- 
o ness,  who  works  closely  with  this  Division,  attended  the  w'est  coast  hearings  of 

the  Senate  Small  Business  Committee,  which  revealed  in  great  detail  various 
small  business  needs.  The  Division  has  also  had  close  liaison  relationship  with 
the  Department’s  Small  Business  Advisory  Committee,  which  is  a voluntary, 
independent  group  of  leading  executives  drawm  from  small  business  in  various 
lines  of  production  and  distribution. 

The  Special  Services  Division  also  maintains  representation  for  the  Office  of  Small 
Business  on  various  interdepartmental  committees  and  groups.  These  include  the 
Procurement  Policy  Board,  the  Priorities  Policy  Committee,  Clearance  Committee, 
and  Reconversion  Working  Committee.  They  also  include  the  Surplus  Aircraft 
Disposal  Committee,  Surplus  Property  Industry  Advisory  Committees,  Surplus 
Property  Clearance  Committee,  OWMR  Reconversion  Steering  Committee,  and 
the  Committee  on  Surplus  Property  Statistical  Reporting.  The  Division  also 
secures  representation  on  various  special  short-term  committees  concerned  with 
small  business  problems.  Close  contact  is  maintained  w ith  the  Industry  Advisory 
Committee  meetings  conducted  by  CPA,  OPA,  and  WAA, 

The  Division  also  receives  a w^eekly  report  from  each  of  the  Department’s 
field  offices.  The  report  lists  the  types  of  problems  or  requests  for  assistance 
received  from  small  business  concerns^  the  degree  of  activity  in  the  field  on  such 
matters,  and  a compilation  of  the  results  of  such  activities.  Over  20,000  appli- 
cations for  case  assistance  have  been  processed  during  March,  April,  May,  and 
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June  by  the  field  and  in  the  Washington  office.  Field  problems  and  recommen- 
dations are  also  submitted  periodically  for  Washington  action. 

An  excellent  means  for  ascertaining  the  needs  of  small  business  is  the  processing 
of  actual  complaints.  Under  existing  procedures,  applications  for  priority 
assistance  received  in  the  field  are  forwarded  to  the  Special  Services  Division  in 
Washington.  The  number  of  these  cases  is  relatively  insignificant,  compared 
w'ith  the  total  need  of  small  business  all  over  the  country.  How^ever,  in  pro- 
cessing these  cases,  the  Division  obtains  intimate  knowledge  of  actual  conditions. 

Through  its  close  liaison  with  other  Government  agencies,  the  Division  is  also 
the  beneficiary  of  expert  economic,  statistical,  and  industrial  specialist  services 
which  otherwise  would  be  unavailable  because  of  budget  limitations.  In  this 
way,  the  Division  gains  further  insight  on  small  business  problems.  For  instance, 
statistics  compiled  by  War  Assets  Administration  itself  have  revealed  how  the 
bulk  of  surplus  plant  equipment  in  contractor  inventory  has  been  falling  into 
the  hands  of  big  business.  The  Division  has  used  these  statistics  against  WAA 
in  obtaining  remedial  action  for  small  business. 

The  Department  does  not  feel  that  the  Division  can,  under  its  procedures, 
ascertain  the  needs  of  small  business  in  a fully  adequate  way.  General  informa- 
tion, even  if  based  on  sp>ecific  complaints,  cannot  take  the  place  of  specific  infor- 
mation as  to  small  business  needs  in  each  particular  industry. 

Most  important,  however,  is  the  increase  in  funds  for  use  of  the  Office  of  Field 
Operations  which  will  be  used  almost  exclusively  for  aids  to  small  business.  The 
Department  will  be  able  to  establish  more  offices  and  thus  be  within  reach  of 
small  companies  and  also  make  available  to  small  businessmen  many  types  of 
services  not  possible  at  the  present  time-  It  will  also  enable  the  Department  to 
establish  a regular  reporting  system  designed  to  indicate  changes  in  local  business 
conditions  and  particular  emphasis  wdll  be  placed  in  obtaining  reports  for  indus- 
tries in  which  small  business  constitute  an  important  segment. 

It  is  felt  that  under  the  organizations  being  established  in  the  Department 
many  aspects  of  the  needs  of  small  businesses  will  be  reported  on  an  industry- 
by-industry  basis,  althougti  a much  more  elaborate  staff  would  be  necessary  in 
order  to  do  comprehensive  analytical  job.  For  example,  it  is  possible  to  report 
currently  to  Congress  on  the  areas  of  high  mortality  of  small  businesses,  and  it 
is  also  possible  to  prepare  current  studies  on  structural  changes  that  are  occurring 
in  industries  as  a result  of  mergers  and  acquisitions  and  present  the  underlying 
reasons  for  such  changes. 

Item  No.  5 of  the  material  requested  reads  as  follows: 

*'5.  Are  there  any  important  respects  in  which  the  statutory  authority  of  the 
executive  branch  to  render  positive  assistance  to  small  business  and  to  assist 
small  business  in  their  efforts  to  combat  monopoly  and  concentration  may  be 
inadequate?  If  there  are  important  inadequacies,  please  cite  examples  and 
cases  which  illustrate  them." 

The  main  need  in  combating  monopoly  is  not  for  more  laws.  It  is  for  more 
appropriations  and  for  greater  coordinated  effort  on  the  part  of  Government  to 
combat  monopoly.  The  battle  against  monopoly,  entrenched  in  w'ealth  and 
power,  cannot  be  won  by  the  mere  word  of  the  statute  book.  Resources  must 
be  provided  by  the  Congress.  The  President  in  his  Budget  message  for  the 
fiscal  year  1947  referred  to  the  importance  of  aids  to  business,  '‘especially  small 
business,"  and  devoted  a section  to  the  subject  “Small  Business  and  Competition." 

However,  laws  should  be  constantly  revised  to  meet  the  needs  of  small  business 
in  its  fight  for  survival  against  monopoly. 

The  antitrust  laws  may  need  revision  to  bring  them  up  to  date.  Perhaps  there 
should  be  legislation  encouraging,  with  appropriate  safeguards,  the  formation 
of  pools  of  small  businesses.  Such  bills  as  H.  R.  5535,  directed  against  mergers 
should  be  enacted  into  law.  * 

The  desirability  of  new  legislation  is  also  indicated  for  the  purpose  of  ensuring 
the  availability  of  adequate  financial  credit  for  small  business  concerns — par- 
ticularly long-term  credit.  The  Small  Business  Advisory  Committee,  called 
together  by  the  Secretary  of  Commerce,  has  made  recommendations  for  such 
legislation,  which  deserve  very  serious  consideration. 

Congress  should  also  consider  legislation  providing  means  and  procedures  for 
coordinating  the  small  business  functions  of  various  Government  agencies. 

The  creation  of  a separate  Assistant  Secretary  of  Small  Business,  in  the  Depart- 
ment of  Commerce,  as  proposed  in  S.  1367,  seems  to  be  a step  in  the  right  direction. 
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The  Department  believes  that  small  business  will  not  receive  the  full  benefits 
?ntrz  VII48  (F^lbright  bill),  or  a similar  bill,  is  enacted 

‘°85oSentfy  predTv‘,hlrn»r”‘’ 

‘relieves  that  the  Bailey-Hays  bill  (S.  1385;  H.  R.  4068),  for 
* ff  ‘ underdeveloped  areas,  would  if  enacted  into  law,  be 

especially  effective  m encouraging  the  growth  of  small,  independent  industrial 
as  opposed  to  monopolistic  expansion. 

A\e  also  believe  that  existing  governmental  practices,  with  respect  to  patents 
obtained  as  a result  of  federally  financed  research,  tend  unduly  to  strengthen  big 
coin  We  therefore  ^Iieve  that  there  should  be  legislation  similar  to  H. 

section  8 (c)  of  S.  1850,  to  make  Government  financed  activities  which 
result  in  patents  a^vailable  for  use  by  the  public  on  a royalty-free  basis. 

Consideration  should  also  be  given  to  continuing  on  a permanent  basis  the  under- 
lying pnnciple  announced  m wartime  legislation  of  providing  preferentiaUrZ- 

^ preferential  treatment  is  a justifiable  offset  to  the 

advantage  of  big  business  competitors  by  reason  of  their  superior  strength  and 
initial  competRive  advantages.  The  national  interest  in  the  survival  of  small 
business  as  Part  of  our  free  economic  system  justifies  such  assistance.  The  Small 

^ct  provided  for  preferential  treatment  for  small  business 
as  did  the  Surplus  Property  Act  and  the  War  Mobilization  and  Reconversion  Act 

We  have  r^dVith  much  interest  the  weekly  report,  dated  July  8,  1946  of  the 
House  Small  Business  Committee  devoted  largely  to  this  problem  of  assisting  small 
business  agamst  monopoly.  Its  concluding  sentences  may  well  be  quoted  here’ 

n ^ militant  and  aggressive  policy  on  behalf  of  small  business  by 
the  federal  Government  is  clearly  indicated.  ^ 

agreement  between  the  legislative  and  executive  branches  of  the 
Government,  supported  by  an  announced  statement  of  policv  as  to  the  nature 
and  scope  of  the  Federal  Government's  small  business  assistance  program  is  needed 
and  IS  needed  now  so  that  small  businessmen  can  realistically  plan  tor  the  future.'"' 


Hon.  W.  Averell  Harriman,  . October  3,  1946. 

Secretary  of  Commerce,  W ashingtort,,  D.  C. 

Recently  the  Monopoly  Subcommittee  of  the  House 
Small  Business  Committee  requested  of  the  Department  of  Commerce  rather 
extensive  matmal  to  be  used  in  connection  with  the  committee’s  current  investi- 
gation of  the  effectiveness  of  the  Government’s  efforts  to  combat  concentration  of 
economic  power.  ui 

The  committee  plans  to  open  public  hearings  on  October  15  on  this  problem 

calling  on  officials  of  the  various  governmental  agencies  which  have  re'sponsibili- 

ties  for  administering  the  antitrust  laws  and  for  carrying  out  the  Government’s 
small  business  policies.  uvciiuueuts 

In  order  to  speed  the  business  of  those  hearings,  we  have  sent  detailed  letters 
to  each  of  the  agencies  involved,  including  the  Department  of  Commerce,  asking 
certain  quesitons  as  to  their  activities  in  this  regard. 

Dep^tment  of  Commerce  questionnaire  was  received  during 
+ Mr  Henry  Wallace  s tenure  of  office,  stating  in  considerable 
de^il  the  Department  s policies  and  activities  in  dealing  with  this  problem. 

Ihe  committee  would  very  much  appreciate  an  expression  from  you,  at  vour 
^nvenience,  as  to  wl^ther  that  earlier  reply  still  will  represent  the  position  of  the 
Departinent  in  regard  to  its  responsibilities  for  strengthening  the  position  of  the 

independent  businessman  and  for  helping  to  preserve  the  competitive  enterprise 
econonn^^ . 

I must  apologize  for  bringing  this  matter  to  your  attention  at  such  an  early 
date,  but  since  the  committee  s hearings  are  scheduled  to  open  October  15  and 
the  matter  is  of  urgent  importance,  we  have  no  other  recourse  * 

Sincerely, 


Estes  Kefauver, 
Chairtnatif  Monopoly  Subcommittee, 
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The  Secretary  of  Commerce, 

Washington  25,  October  18,  1946. 

Hon.  Estes  Kefauver, 

Chairman,  Monopoly  Subcommittee, 

Select  Committee  on  Small  Business  of  the  House  of  Representatives, 

Washington,  D.  C. 

Dear  Congressman  Kefauver:  I appreciate  very  much  the  opportunity  you 
have  given  me  to  comment  concerning  the  Department's  policy,  under  my  admin- 
istration, regarding  the  concentration  of  economic  power  and  small  business 
promotion.  Naturally  having  just  come  into  my  new  post  I have  not  had  full 
opportunity  as  yet  to  review  the  Department's  program  and  its  contribution  in 
these  fields. 

However,  I have  read  the  Department's  statement  of  July  26  to  you  on  this 
subject,  and  I am  prepared  to  state  my  general  agreement  with  the  position  out- 
lined therein.  As  I get  further  into  these  problems  and  the  Department's  opera- 
tions become  more  fully  adjusted  to  the  postwar  situation,  I may  wish  to  indicate 
modifications  of  the  Department's  stand  on  some  specific  points. 

Your  letter  of  October  14  indicates  that  you  may  wish  to  call  upon  the  Depart- 
ment for  certain  supplementary  information  which  will  be  helpful  to  you  in  the 
preparation  of  your  forthcoming  report.  Please  feel  free  to  call  upon  us  for  such 
material  at  your  convenience. 

Sincerely  yours, 


W.  A.  Harriman, 

Secretary  of  Commerce. 


SUPPLEMENTARY  EXHIBITS  IN  CONNECTION  WITH  ANALYSIS  OF 

COMMERCE  DEPARTMENT  OPERATIONS 


Hon.  Alfred  Schindler, 

Under  Secretary  of  Commerce,  Washington,  D.  C. 


February  20,  1946. 


Dear  Mr.  Schindler:  You  will  recall  that  at  our  hearings  held  during  the 
latter  part  of  January,  time  did  not  permit  our  asking  you  and  your  staff  all  the 
questions  which  we  felt  were  pertinent  to  the  hearing.  You,  therefore,  kindly 
agreed  to  answer  further  questions  which  we  might  put  lo  you  in  the  form  of  a 
letter. 


Our  committee  would  appreciate  having  further  information  concerning  the 
following; 

1.  Please  advise  us  in  considerable  detail  the  programs  which  you  now  have  for 
^sistmg  small  business  in  connection  with  (a)  surplus  property,  (b)  CPA  priorities 

(c)  price  matters,  (d)  loans,  (e)  contracts — Government  and  civilian.  I am 
attaching  for  your  consideration  some  brief  comments  on  each  of  these  five 
operating  programs. 

2.  In  giving  us  specific  information  concerning  each  one  of  the  programs 
covered  in  (o),  (b),  (c),  etc.,  above,  please  indicate  how  you  are  now  and  how  you 
propose  to  handle  the  following  operating  problems: 

(а)  Finding  out  w'hat  the  small  businessman  needs. 

(б)  Assisting  the  small  businessman  through  the  field  offices. 

(c)  On  cases  which  require  final  action  in  Washington,  what  operating  arrange- 
ments have  been  developed  between  the  field  and  Washington  offices. 

(d)  What  procedures  have  been  worked  out  for  handling  individual  case  nego- 
tiations with  the  other  agencies  involved. 

(e)  What  arrangements  have  been  worked  out  for  handling  policy  negotiations 
with  the  other  agencies  involved. 

(/)  How  much  personnel  in  the  Office  of  Small  Business  has  been  assigned  to 
case  negotiations,  policy  negotiations. 

3.  Our  committee  is  keenly  aware  that  even  though  Budget  Bureau  carries 
^t  promptly  our  recommendations  concerning  the  transfer  to  the  Commerce 
Department  of  the  basic  SWPC  district  office  personnel,  the  Department  of 
Commerce  will  have  initially  less  than  three  positions  per  district  office. 

Under  such  circumstances,  it  seems  essential  to  us  that  a decision  be  made  as 
to  whether  the  Commerce  Department  is  going  to  concentrate  on  the  action 
programs  which  are  critically  needed  during  the  reconversion  period.  Even  if 
your  1947  budget  is  approved,  as  presented  to  the  Appropriations  Committee, 
you  will  still  have  only  about  five  or  six  positions  for  small-business  assistance  in 
each  district  office.  When  one  considers  how'  much  time  is  required  to  render 
really  effective  on-the-spot  assistance  in  connection  wdth  getting  a small  business 
surplus  property,  or  an  OPA  priority,  or  a price  adjustment,  five  positions  per 
district  office  are  pitifully  small. 

Our  reason  for  bringing  this  point  particularly  to  your  attention,  is  that  w^e 
appreciate  that  your  Administrative  Order  No.  12  was  drawn  up  in  principle 
before  issuance  of  Executive  Order  9665.  It  is  to  be  expected  under  such  cir- 
cumstances that  the  research  functions  rather  than  the  dynamic  on-the-spot  types 
of  assistance  functions  would  be  emphasized.  It  is  our  opinion,  however,  that 
today  the  basic  responsibility  is  yours  for  actively  assisting  small  business  through 
operating  programs  in  the  field. 

In  your  Administrative  Order  No.  12,  you  provide  for  seven  branches  in  the 
Office  of  Small  Business.  As  we  read  the  order,  only  one  of  these  branches,  the 
Special  Services  Branch,  is  concerned  with  the  active  on-the-spot  types  of  assist- 
ance. It  is  my  understanding  that  less  than  20  percent  of  the  personnel  in  the 
Office  of  Small  Business  have  been  assigned  to  the  Special  Services  Branch.  If 
it  is  your  decision  to  concentrate  on  the  action  program  during  the  critical  recon- 
version period,  it  would  seem  obvious  that  Department  Order  No.  12  and  the 
assignment  of  personnel  will  require  reconsideration.  Please  advise  us  if  you 
have  taken  any  steps  in  this  connection 
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4,  What  steps  have  been  taken  within  the  Office  of  Small  Business  to  handle 
small  business  problems  on  an  industry  by  industry  basis?  Administrative 
Order  No.  12  breaks  all  small  business  types  of  assistance  down  on  a strictly 
functional  basis,  for  example,  Finance  and  Tax  Problems  Branch,  Business 
Practices  Branch,  etc.  It  has  been  our  experience  that  one  never  gets  to  the 
bottom  of  a fundamental  business  problem  until  you  examine  the  problem  from 
the  standpoint  of  the  small  business  segment  of  the  particular  industry.  It 
seems  to  us  that,  if  the  Commerce  Department  Office  of  Small  Business  is  to  really 
understand  and  assist  small  business  in  working  out  its  problems,  it  must  recog- 
nize industry  differences  and  it  must  have  specialized  people  in  the  Office  of  Small 
Business  who  understand  intimately^  through  field  office  contacts,  through  trade 
association  contacts,  and  through  their  own  personal  business  experience,  the 
problems  which  are  peculiar  to  the  small  business  segment  of  each  major  industry. 

5.  What  persons  have  been  selected  to  fill  the  principal  positions  in  the  Office  of 
Small  Business,  including  Division,  Branch  Chiefs,  and  others  have  over-all 
ppervision  in  the  Office  of  Small  Business?  Please  furnish  this  committee 
information  corcerning  their  qualifications  and  experience  along  the  lines  of  the 
information  which  you  kindly  furnished  us  earlier  concerning  the  background  and 
experience  of  the  Branch  Managers  in  your  Commerce  Department  field  organi- 
zations. 

Sincerely  yours, 

Wright  Patman,  Chairman, 

BRIEF  COMMENTS  ON  FIVE  SMALL  BUSINESS  OPERATING  PROGRAMS 

(Attachment  to  above  letter) 

1.  Surplus  property, — If  small  businesses  are  to  obtain  a fair  share  of  surplus 
property,  the  Department  of  Commerce  must  have  an  aggressive  on-the-spot 
program  of  assistance.  The  best  policy  possible  which  might  be  negotiated  with 
the  disposal  agencies  in  Washington  will  not  really  be  effective  unless  there  is  a 
small  business  field  organization  which  can  follow'  up  to  see  that  the  small  business 
gets  the  help  to  which  it  is  entitled.  This  help  is  needed  now.  It  is  particularly 
important  that  the  surplus  machine  tools  be  used  to  modernize  the  small  plants 
of  this  country.  Such  modernization  has  both  immediate  and  long  run  implica- 
tions of  tremendous  importance  to  the  competitive  position  of  small  plants.  If 
w'e  fail  to  act  aggressively  now%  it  will  be  too  late  a year  from  now  when  the  best 
surplus  property  will  have  been  taken  by  big  business. 

2.  CPA  priorities. — In  spite  of  the  fact  that  a good  agreement  w^as  reached 
between  SWPC  and  CPA  regarding  small  business  preferences  in  theii  reconversion 
priority  system,  small  businesses  have  not  reaped  the  benefits  of  this  agreement 
to  nearly  the  extent  that  they  should.  The  reason  is  simple.  S'WPC  field  offices 
in  the  last  4 to  6 months  have  been  sw'amped  with  veterans*  applications.  SWPC 
was  unable  to  carry  the  story  to  the  small  businessman  and  then  follow'  up  to  be 
sure  he  got  the  assistance  to  w'hich  he  w'as  entitled  under  CPA  rules.  In  this 
area  too,  it  is  exceedingly  important  that  there  be  a strong  Commerce  Department 
field  program  now  for  the  assistance  of  small  business. 

3.  Price  assistance. — Many  of  CPA's  complicated  pricing  regulations  are  poorly 
understood  by  small  businessmen.  Often  small  businessmen  have  opportunities 
for  price  adjustments  but  are  not  sufficiently  familiar  with  the  appropriate  pro- 
cedures to  know’  when  such  help  is  available.  Many  of  the  OPA  rules  which  are 
working  unnecessary  hardships  on  small  business  would  readily  be  changed  if 
there  w’as  a small  business  field  organization  w’hich  could  bring  to  the  attention 
of  the  Washington  OPA  office  the  actual  cases  and  problems  as  they  are  arising. 
The  new  wage  price  line  to  be  based  on  a “big  steel  adjustment  formula”  carries 
with  it,  in  our  opinion,  very  serious  possibilities  of  a further  small  business  squeeze. 
OPA  adjustment  procedures  have  never  worked  with  either  great  speed  or  flexi- 
bility and  the  small  businessman  w’ho  has  had  to  w’ait  upon  OPA  adjustment 
procedures  has  generally  suffered  more  from  the  delays  than  any  other  factor. 
The  existence  of  a new’  w’age  price  line  makes  it  tremendously  important  that  there 
be  an  effective  Commerce  small  business  group,  both  in  Washington  and  in  the 
field,  w'hich  can  make  know’n  to  the  small  businesses  their  rights  under  the  new 
formula  and  can  help  them  in  getting  quick  and  proper  price  adjustments.  Such 
a program  could  help  OPA,  particularly  from  the  public  relations  standpoint. 

4.  Financing,— It  seems  pretty  clear,  from  the  evidence  that  has  come  to  our 
attention  at  least,  that  neither  SWPC  nor  RFC  have  done  an  adequate  job  of 
taking  care  of  the  financial  needs  of  small  businesses  which  are  not  being  taken 
care  of  by  the  private  banks.  At  the  recent  House  Small  Business  Committee 
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hearings,  Mr.  Willett  of  RFC  and  others  indicated  that  the  RPC  loan  policy  was 
to  make  as  many  small  business  loans  as  possible  and  that  the  local  RFC  offices, 
while  given  authority  to  make  small  business  loans,  could  not  deny  any  but  had 
to  send  to  Washington  for  further  screening  those  they  felt  should  be  denied. 
They  indicated  further  that  a bank  participation  loan  was  practically  automatic 
for  the  small  businessman.  The  Commerce  Department  District  Office,  in  addi- 
tion to  the  other  functions,  could  assist  small  business  greatly  by  explaining  to 
them  their  opportunities  for  obtaining  financing  through  RFC  and  following  up 
to  make  sure  that  small  businesses  get  the  help  to  w hich  they  are  entitled. 

5.  Co7itrncts. — The  Government  is  still  industry's  largest  customer  and  those 
small  businesses  which  wish  to  obtain  continuing  procurements  or  subcontracts 
on  procurements  could  be  given  a great  deal  of  help  through  the  Department  of 
Commerce  small  business  program.  In  addition,  Commerce  Department  might 
profitably  continue  the  services  which  SWPC  Tendered  small  manufacturers  in 
helping  to  put  them  in  touch  with  potential  non-Government  customers. 


March  4,  1946. 

Hon.  Alfred  Schindler, 

The  Under  Secretary  of  Commerce^ 

Department  of  Commerce,  Washington  25,  D,  C. 

Dear  Mr.  Schindler:  On  February  20  I wrote  you  in  some  detail  on  behalf 
of  this  committee,  requesting  certain  information  as  to  how  your  Department 
proposes  to  proceed  in  rendering  certain  types  of  on-the-spot  assistance  to  small 
firms.  My  letter  was  sent  pursuant  to  an  arrangement  made  with  you  at  the 
time  you  testified  before  our  committee  on  January  22d,  wffierein  you  agreed  to 
supply  additional  information  upon  request. 

From  a review  of  the  testimony  of  both  Secretary  Wallace  and  yourself,  I can 
see  that  you  agree  wdth  our  committee  that  there  should  be  no  interruption  in  the 
continuity  of  the  Government's  small-business  assistance  program  right  now  dur- 
ing this  difficult  reconversion  period  in  what  Mr.  Wallace’s  testimony  so  aptly 
describes  as  the  “year  of  decision”  for  small  business. 

For  this  reason  I am  hopeful  that  you  will  find  it  convenient  to  give  me  an 
early  reply  to  my  letter  of  the  20th. 

Sincerely  yours, 

Wright  Patman,  Chairman. 


Department  op  Commerce, 

Washington,  March  5,  1946, 

Hon.  Wright  Patman, 

House  of  Representatives,  Washington,  D,  C, 

Dear  Congressman  Patman:  I appreciate  fully  the  vital  need  for  fast  and 
complete  action,  as  indicated  in  your  personal  letter  of  yesterday. 

Delay  in  replying  to  your  previous  letter  has  been  in  part  due  to  our  intense 
desire  to  review  the  entire  situation  most  carefully  in  order  that  we  could  be  as 
specific  as  possible  in  answering  the  questions  you  asked.  Delay  in  part  has  also 
been  due  to  awaiting  last-minute  final  decision  on  transfer  of  offices  from  RFC  to 
the  Department.  Obviously  our  answer  to  some  of  your  questions  might  easily 
be  different,  depending  upon  the  number  of  offices  finally  permitted  in  our  set-up 
and  funds  to  efficiently  operate  them.  Full  information  in  answer  to  your  requests 
is  being  speeded  all  possible. 

Warm  regards. 

Sincerely, 

Alfred  Schindler, 

Under  Secretary  of  Commerce, 


Department  of  Commerce, 

Washington,  March  14,  1946, 

Hon.  Wright  Patman, 

House  of  Representatives,  W ashington,  D,  C, 

Dear  Congressman  Patman:  The  attached  memorandum  from  Mr.  Laurence 
F.  Arnold,  Director  of  the  Office  of  Small  Business  of  the  Department  of  Com- 
merce, I believe  answers  your  letters  to  me  of  February  20  and  March  4.  If 
you  have  any  questions  after  reading  it,  we’ll  be  glad  to  try  and  supply  the 
answers  to  them  as  best  w’e  can. 
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As  indicated  in  my  note  to  you  of  March  5,  delay  in  repl5ing  to  your  letters 
has  been  in  part  due  to  our  desire  to  review  the  entire  situation  in  the  light  of  the 
merger  of  certain  functions  of  the  Smaller  War  Plants  Corporation  with  the 
Department,  in  order  that  w^e  could  be  as  specific  as  possible  in  answering  your 
questions. 

Delay  in  part  has  also  been  due  to  waiting  for  final  decision  on  the  matter  of 
transfer  of  offices  from  RFC  to  the  Department.  Such  final  decision,  w^e  under- 
stand, has  not  been  made  as  of  this  date.  We  are,  therefore,  moving  right  ahead 
with  what  we  have  in  funds  and  personnel,  and  shall  leave  no  stone  unturned  to 
constantly  do  the  very  best  job  possible. 

Warm  regards. 

Sincerely, 

Alfred  Schindler, 

Under  Secretary  of  Commerce, 


Department  of  Commerce, 

Office  of  Small  Business, 

Office  of  the  Director, 
Washington  25,  March  IS,  1946, 

To:  Mr.  Alfred  Schindler,  Under  Secretary  of  Commerce. 

From:  Laurence  F.  Arnold. 

Subject:  Letter  of  February  20  from  Congressman  Wright  Patman. 

Congressman  Patman  in  his  letter  of  February  20  emphasizes  what  he  calls 
^'dynamic  on-the-spot  types  of  assistance”  as  contrasted  with  “research  functions.” 
The  specific  questions  in  his  letter  deal  primarily  with  these  “on-the-spot  assist- 
ance” programs.  He  suggests  that  only  the  Special  Services  Division  of  the 
Office  of  Small  Business  is  set  up  for  this  type  of  assistance. 

It  should  be  kept  in  mind,  how^ever,  that  in  addition  to  the  Special  Services 
Division,  at  least  tw^o  other  divisions  render  “on-the-spot”  assistance.  The 
Technical  Advisory  Division  makes  it  possible  for  a producer  to  secure  immediate 
assistance  in  solving  production  problems.  The  Area  Development  Division 
carries  on  direct  contact  with  businessmen  concerning  regional  opportunities  and 
regional  development. 

Although  Congressman  Patman  limits  his  letter  to  five  subjects — surplus  prop- 
erty, CPA  priorities,  pricing,  loans,  and  contracts  (both  governmental  and  civil- 
ian)— I want  to  bring  out  that  the  Office  of  Small  Business  considers  all  of  its 
functions  to  be  part  of  a complete  service  to  small  business.  The  direct  assistance 
programs  cannot  be  isolated  from  the  very  important  services  of  the  Business 
Counseling  Division,  the  Business  Practices  Division,  the  Management  Advisory 
Division,  or  the  Division  of  Finance  and  Tax  Problems.  Manv  small  businesses 
need  these  services  as  much  as  they  need  spot  assistance  in  securing  materials, 
price  relief,  financing,  or  contracts. 

Furthermore,  the  Office  of  the  Legal  Assistant  is  concerned  with  the  legal 
aspect  of  all  programs  and  services,  and  through  its  operation,  assists  in  all 
programs. 

In  view  of  the  integration  of  the  various  programs  within  the  Office  of  Small 
Business,  I feel  that  the  statement  made  in  the  Congressman’s  letter,  that  “less 
than  20  percent  of  the  personnel”  are  concerned  with  spot  assistance,  is  not  in 
accordance  with  the  facts.  At  the  same  time,  I assure  you  that  w^e  are  carefully 
considering  the  assignment  of  personnel,  and  if  w^e  find  that  readjustments  are 
necessary,  w’e  shall  advise  you  immediately.  It  is  less  than  2 months  since  the 
transfer  of  the  functions  of  the  Smaller  War  Plants  Corporation  to  the  Department 
of  Commerce.  During  this  period  w^e  have  been  busy  in  setting  up  and  staffing 
the  Office  of  Small  Business.  It  goes  without  saying  that  experience  will  reveal 
need  for  some  changes. 

In  discussing  in  detail  the  specific  points  raised  in  Co^ressman  Patman’s  letter, 
I want  to  describe  first  the  nature  of  operation  here  in  Washington,  and,  following 
that,  present  a statement  of  field  operations.  The  material  concerning  the 
Office  of  Field  Operations  was  furnished  by  Mr.  E.  L.  Stancliff. 

activities  of  the  special  services  division  as  they  relate  *ro  on-the-spot 

assistance  to  small  business 

1,  Surplus  properly 

As  you  know,  section  18  (e)  of  the  Surplus  Property  Act  which  permitted  the 
Smaller  War  Plants  Corporation  to  purchase  surplus  property  for  small  business  in 
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Uons  « iil  be  unaertaLn  M/igMmUt8'^SaiLTw»7t'K'°“ 

the  disposal  agencies  to  obtain  working  agr^ments  for  thp^dlsnocoi  V ^ 

SSSSpS»SiS^ 

S.  Priorities  and  materials 

ernlli^^SSs^'M 

These  representatives  wm  the  following^functions:  ’ 

the  SWPC  on^thp  PPA  ^sme^  has  retained  the  committee  membership  of 

min  representatives  also  maintain  liaison  relationships  Str/heD^^^^ 

■epSseWaSS^  wi'h 

°De^^?.r„?„,'’S™eSi,lret“‘”^  Ml 

(d)  Representatives  of  the  Special  Services  Division  in  WoeViino-fi-ir^  « a 
sentatives  of  the  Regional  Offices  also  asSt  smaKsine^ 

basis  in  securing  materials  which  are  allocated.  We  also  hefo  the  sm^^ 
man  in  securing  priorities  to  obtain  materials.  ^ ® small-business 

Ha  L!fn  f needs  of  small  business  for  materials  and  priorities  will 

hnnHMn^^f’®  Present  policy  and  program  negotiations  and  individual  case 
nr.ntln?®  was  Originally  established  by  representatives  of  the  SWPC  Th>se 
contacts  will  be  maintained  and  strengthened  under  the  Office  of  Small  Business. 

S,  Price  adjustments 

5?fity  T 

fo  them  unde?  OPA  fiaulSr^^^  small  businessnien  of  the  opportunities  avafiahle 

field  offices  It  IS  anticipated  that  this  increased  coverage  of  O A 

^PA’s  procedures,  and  certainlv  f better  undeJsS 
on  the  part  of  small  businessmen,  of  OPA’s  policies  and  procedures 

4-  Financing 

thi^RFC*  authority  to  make  loans  were  transferred  to 

• The  Departinent  of  Commerce,  as  a result,  has  no  funds  with  which 
to  inako  small-business  loans.  However  we  recoeniyo  fhnt  finQTi/v;oi  • ^ ' 

s o(  primary-  taporlance  to  small  businci 

funds  ^ith  which  to  make  small-business  loans,  the  Special  Services  Division\aI 
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designated  one  of  its  staff  as  a loan  representative.  He  will  perform  the  following 
functions: 

(а)  Maintain  liaison  with  the  various  units  of  RFC  and  work  out  an  agreement, 
or  understanding,  conceiving  the  criteria  under  which  loans  will  be  made  to  small 
business.  If  possibly  tHis  agreement  will  contain  a provision  for  the  acceptance 
of  a Department  of  Commerce  certification  to  the  RFC  indicating  that  the  loan 
applicant  meets  the  criteria. 

(б)  This  representative  will  also  assist  and  instruct  individual  small  business- 
men in  filing  applications  for  loans,  and  will  carry  on  negotiations  with  RFC  on 
the  individual  applications. 

6,  Contracts — Government  and  private 

Since  VJ-day  there  has  been  very  little  procurement  work  on  behalf  of  small 
business  by  any  Government  agency.  This  activity  is  being  revived  in  the 
Special  Services  Division,  and  several  representatives  have  been  assigned  to 
carr}^  on  this  work.  The  procurement  activities  will  be  handled  in  the  following 
manner: 

(а)  Representation  will  be  obtained  on  policy-forming  committees  or  other 
Government  agencies  w^hich  determine  Government  procurement  policies.  This 
representation  will  provide  the  Office  of  Small  Business  with  an  opportunity  to 
promote  procurement  policies  beneficial  to  small  business  and  to  oppose  those 
wffiich  might  be  detrimental. 

(б)  Representatives  will  be  assigned  to  the  various  procurement  agencies. 
These  representatives  will  review  the  Government  procurements  and  designate 
small  plants  to  be  considered  in  placing  such  procurements.  The  representatives 
in  their  liaison  work  will  also  determine  which  of  the  designated  plants  received 
contracts  and  the  reasons  others  did  not. 

(c)  The  Special  Services  Division  is  also  inaugurating  a program  to  obtain 
private  contracts  for  small  producers.  This  is  particularly  important  since  many 
small  plants  have  no  marketable  end  item  and  must  depend  on  contracts  with 
other  producers  for  their  livelihood.  This  program  will  involve  negotiation, 
particularly  with  large  plants,  and  submitting  to  the  large  manufacturers  a list 
of  qualified  small  producers  who  are  able  to  produce  items  needed  by  them. 
These  representatives  will  also  assist  the  small  manufacturer  in  the  final  negotia- 
tions of  the  individual  contracts.  The  representatives  of  the  Office  of  Small 
Business  will  determine  the  needs  of  small  plants  for  Government  or  private 
contracts  through  day-by-day  contacts  and  through  information  submitted  to 
them  by  the  individual  plants. 

We,  in  the  Department  of  Commerce,  recognize  that  the  small  business  problem 
is  not  a segregated  individual  matter  but  must  be  considered  as  a problem  of 
the  small  business  segment  of  each  industry,  and  consequently  must  be  attacked 
on  that  basis.  However,  until  we  have  had  an  opportunity  to  establish  a strong 
organization,  and  support  an  increased  budget,  we  are  not  in  a position  at  this 
time  to  aporoach  the  matter  on  an  industry-by-industry  basis.  By  operating 
first  on  a functional  basis,  we  can  gain  sufficient  knowledge  and  experience  for  a 
later  industry-by-industry  operation. 

THE  OFFICE  OF  FIELD  OPERATIONS 

In  discussing  the  work  of  the  field  offices,  it  is  important  to  remember  that 
Congressman  Patman,  in  his  letter,  makes  reference  only  to  one  phase  of  the 
program  the  Department  has  in  mind.  The  Office  of  Field  Operations  covers 
all  small  business,  and  there  are  many  services  available  to  small  business. 

Prior  to  January  28,  1946,  26  offices  were  operated  by  the  Department  of  Com- 
merce. On  January  28,  14  former  regional  offices  of  Smaller  War  Plants  Corpora- 
tion were  instructed  to  consolidate  with  corresponding  offices  of  Commerce.  In 
Boston  and  San  Francisco  such  consolidation  is  complete.  The  New  York  and 
Philadelphia  offices  have  worked  out  details  and  should  be  together  in  10  days. 
At  10  other  points,  the  consolidation  is  w^ell  under  way  but  may  be  slower  due* to 
decision  as  to  space  and  matters  of  leases. 

It  should  be  kept  in  mind  that  under  Executive  Order  No.  9665,  no  district 
offices,  nor  personnel  to  man  them,  w’ere  granted  to  the  Department  of  Commerce. 
No  space  nor  personnel  w'ere  allotted  for  district  offices,  but  w^e  have  proceeded  to 
obtain  ]>ersonnel  by  reducing  the  staffs  of  regional  offices  and  using  the  positions 
in  district  locations.  The  regional  staff  in  each  office  will  range  from  7 to  11 
persons.  These  regional  offices  for  the  present  will  operate,  not  in  a supervisory 
capacity  but  on  a basis  to  provide  actual  person-to-person  contact  with  all  appli- 
cants for  aid.  These  offices  are  contacting  small  business  by  telephone  and  mail 
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small  industry  to  make  use  of  the  services  which  are  available 
aid  indicate  a considerable  volume  of  activity  in  all  phases  of  busi- 

points  where  the  Department  of  Commerce  now  maintains  offices 
earned  on  with  RFC  to  obtain  personnel  formerly  employed 
oil  those  locatwn^  At  50  other  locations,  attempts  are  being  made  to 

s^ure  personnel  from  RFC  and  also  space  to  accommodate  them  In  each 

3 persons  trained  in  assisting  small  industry. 

*/if  of  budget  allotment  for  1947  is  decided  these  offices  will  be 

f ^ K ^ personnel  trained  to  meet  the  specific  demands  of  small  business  as 

moment,  there  is  not  adequate  personnel  to  make 
a plant-to-plant  or  store-to-store  canvass  of  smaU  business.  However  by  tele- 

information  is  sent  out  that  the  field  offi4s  are 
f Po.f‘ble,  plant-to-plant  contacts  will  be  made, 

rtudy  of  tWifproblinl?  'ix>'‘“lists  can  make  an  “on  the  ground" 

“ Congressmm.  Patman's  letter, 

1,  Suplus  property 

Priorities  being  eliminated,  field  representatives  are  relying  on  their  knowledge 
^ available  materials  and  their  close  contacts  with  RFC  (many  individuals  having 
recently  teen  transferred  from  SWPC)  to  obtain  suplus  for  small  plants  This 
is  successful  in  many  cases. 

2.  Priorities  and  materials 

Small  plants  are  con.stantly  being  given  assistance  in  obtaining  ratings  and 

f^'om  CPA  and  the  Department  of  Agriculture.  In  addi- 
tion to  obtaining  ratings,  it  is  sometimes  necessary,  particularly  in  areas  of 

S.  Price  adjustments 

Matters  of  OPA  price  ceilings  are  being  handled  daily.  The  small  business- 
man IS  aided  in  preparing  his  data  and  in  presenting  it  to  local  OPA  offices.  Where 
S effective,  the  case  is  sent  to  the  Washington  office  of  the  Department 

of  Commerce,  where  it  is  handled  with  the  proper  officials  of  OPA. 

4>  Financing 

As  explained  previously,  the  Department  of  Commerce  can  make  no  loans 

cm ''i7k  ^ complete  knowledge  of  the  types  of  loans  available 

to  small  business  and  where  they  should  be  obtainable.  They  know  the  kind  of 

present  a loan  application;  and,  in  cities  where  there  is 
a neld  office  the  applicant  can  be  given  assistance  in  preparing  statistical  data 
accounting  statements,  appraisal  and  production  records,  and  marketing  data. 

ff.  Contracts — Government  and  private 

Little  can  be  done  in  the  field  in  negotiating  Government  contracts.  This 

Washington.  The  matter  of  non-Government  contracts  and 
subcontracts,  however  is  distinctly  a field  operation  and  is  being  carried  on 
f ^ field  offices.  Representatives  of  the  Department  are  in  touch 
may  have  subcontracts  to  let.  These  representatives 
are  fully  aware  of  the  capabilities  of  small  plants.  They  can  bring  the  two 

fpPi  w;  they  are  in  clo^  touch  with  large  distributors  and  have  obtained 

for  them  many  small  plants  that  can  produce  an  end  product.  This  is  one  of 
functions  that  is  extremely  productive  for  small  plants.  With  additional 
ofnees  it  will  be  pursued  more  vigorously. 

Advisory  Service  is  being  carried  on  in  each  field  office  under  the 
^rformed  that  service  for  SWPC.  This  service  has  proven  of 
futur^^  small  industry  in  the  war  period  and  will  be  even  more  valuable 

1 here  are  no  programs  in  the  field  that  are  not  action  programs.  In  the  field 
contact  w-ith  small  business.  Through  these  contacts  it  is  possible 
to  present  aggressively  the  programs  growing  out  of  Department  Order  No.  12. 

*he  held  are  to  be  practical,  down-to-earth  aids  for  the 
segment  of  our  economic  life  for  which  they  are  developed;  they  may  be  for 
indr^iJ^  groups;  they  may  be  for  certain  distribution  groups,  or  they  may  be  for 
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It  is  understood  that  a 100-percent  job  cannot  be  done  with  three  positions  per 
field  office,  or  even  five  positions  per  office.  But  under  the  exp>erienced  direction 
of  the  Office  of  Field  Operations  the  best  job  possible  will  be  done.  And,  certainly, 
there  will  be  constant  study  of  conditions  so  that  necessary  changes  can  be  made. 

The  experience  of  the  140  people  in  the  26  field  offices  of  Commerce  is  now 
combined  with  the  experience  of  that  portion  of  the  field  staff  of  SWPC  now'  within 
the  Department.  The  result  will  undoubtedly  mean  increased  service  to  small 
business. 


^ March  27,  1946- 

Hon.  Alfred  Schindler, 

The  Under  Secretary  of  Commerce, 

Department  of  Commerce,  Washington,  D.  C, 

Dear  Mr.  Schindler:  Your  letter  of  March  14  in  reply  to  my  letter  of  Febru- 
ary 20  has  been  studied  with  considerable  interest. 

I regret  burdening  you  for  additional  information,  but  Mr.  Arnold's  letter  w'hich 
was  attached  to  your  letter  as  the  principal  medium  of  answering  certain  questions 
seems  to  omit  the  answers  to  two  questions  raised  in  my  letter  w'hich  we  feel  are 
rather  important. 

As  originally  requested  in  my  letter  of  the  20th  of  February,  we  should  like 
very  much  to  have  the  names  of  all  persons  selected  to  fill  the  principal  positions 
in  the  Department's  Office  of  Small  Business.  We  should  like  this  list  to  include 
those  selected  for  the  positions  of  section  chiefs  and  higher.  Also,  w'e  would  ap- 
preciate information  as  to  the  qualifications  and  experience  of  these  persons  similar 
to  the  data  which  you  previously  furnished  us  concerning  the  background  and 
experience  of  branch  managers  in  the  Department's  field  offices. 

Mr.  Arnold's  letter  states  that  one  person  has  been  assigned  to  handle  case 
negotiations  on  OPA  matters  and  one  person  has  been  assigned  to  handle  loan 
matters.  The  letter  does  not  state  how'  many  persons  in  the  Office  of  Small 
Business  are  assigned  to  case  negotiations  and  how'  many  persons  are  assigned  to 
handle  policy  negotiations  on  each  of  the  following  programs — CPA  priorities, 
price  matters,  and  contracts,  both  Government  and  civilian. 

I feel  that  it  would  help  us  to  understand  more  fully  your  statements  concern- 
ing the  procedures  w*hich  you  have  on  each  of  the  five  programs  if  yon  were  to  send 
us  a copy  of  each  field  and  internal  operating  instruction  wrhich  is  presently  m 
effect  on  any  of  the  five  on-the-spot  programs  discussed  in  my  original  letter. 

In  making  this  request,  it  is  not  my  thought  to  ask  for  any  additional  statements 
concerning  your  procedures  but  rather  to  ask  merely  for  a copy  of  printed  instruc- 
tions already  in  effect. 

If  you  can  arrange  to  have  your  office  forward  the  additional  information  re- 
quested in  this  letter,  it  will  be  deemed  a favor  by  this  committee. 

Sincerely  yours, 


Wright  Patman,  Chairman. 


The  Under  Secretary  of  Commerce, 

_ Washington,  April  IS,  1946, 

Hon.  Wright  Patman, 

House  of  Representatives,  Washington,  D.  C. 

My  Dear  Congressman:  In  answ'er  to  your  letter  of  March  27,  I am  herewith 
submitting  additional  information  concerning  the  Office  of  Small  Business. 

A request  was  made  for  the  names  of  all  persons  selected  to  fill  the  principal 
positions  in  the  Office  of  Small  Business,  along  with  information  as  to  the  quali- 
fications and  experience  of  such  personnel.  Exhibit  I,  attached  to  this  letter,* 
gives  complete  information  on  that  subject. 

You  asked  for  a statement  as  to  how  many  persons  in  the  Office  of  Small  Busi- 
ness are  assigned  to  case  negotiations  and  how  many  are  assigned  to  policy 
negotiations  on  each  of  the  following  programs:  CPA  priorities;  price  matters; 
and  contracts,  both  Government  and  civilian. 

In  CPA  priorities,  two  persons  are  assigned  to  policy  negotiations  and  four  to 
case  negotiations.  In  price  matters,  there  is  one  person  assigned  to  handle  both 
policy  and  case  negotiations.  In  contracts,  there  is  one  for  policy  and  four  for 
case  negotiations. 

Since  my  letter  of  March  14  the  function  of  spot  assistance  on  loans  has  been 
transferred  from  the  Special  Services  Division  to  the  Finance  and  Tax  Division 

*Not  reprinted. 
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Business.  At  present  this  Division  does  not  have  a 

personnel  that  an  additional 
ember  is  teing  add^.  During  the  period  his  transfer  is  pending,  he  is  activelv 
assisting  in  handling  both  case  and  policy  negotiations. 

request  for  information  concerning  operating  procedures,  I 
arn  attaching  such  procedures  as  are  now  in  effect. 

Exhibit  II  relates  to  procedures  sent  out  by  the  Special  Services  Division. 

* * next  month,  the  following  additional  programs  relating  to  priorities 
and  contracts  are  to  be  transmitted  to  the  field  offices:  ^ ^ 

1.  Complete  revision  of  former  reconversion  memorandum  No.  19  on 

nonties  i^gulation  No.  28.  PR-28  deals  with  the  over-all  priority  assist- 
ance procedure  for  items  other  than  textiles.  ^ 

2.  Complete  program  on  Priorities  Regulation  No.  28A  which  deals  with 
the  pnority  assistance  for  textiles  other  than  the  low  cost  clothing  program 

3.  Comp  ete  program  on  M-328B,  the  low  cost  clothing  program 

4.  Complete  program  on  procurement  of  Government  contracts  for  small 

businesses.  At  the  present  time  the  procurement  policy  agreements  with 
Covernment  procuring  agencies  are  being  rewritten  and  it  is  expected  they 
will  be  signed  within  the  next  2 weeks.  ^ 

5.  Complete  program  on  private  contracting.  Procedures  and  techniques 

a/?u  contracts  from  private  firms  for  small  businesses. 

At  the  present  time  there  is  being  prepared  three  additional  field  orders  relating 
to  technical  advisory  service,  business  counseling,  and  loan  assistance.  Copies 
of  these  orders,  when  finally  drafted,  will  be  submitted  to  you. 

It  IS  my  sincere  hope  that  this  letter  satisfactorily  answers  the  questions  raised 
m your  recent  inquiry.  ^ 

Sihcerely  yours, 

Alfred  Schindler, 

Under  Secretary  of  Commerce, 

Exhibit  II 

Department  of  Commerce, 

Office  of  Field  Operations, 

Washington,  March  7,  1946. 

Field  Instruction  No.  3 

To:  Assistant  Regional  Directors  in  Charge  of  Small  Business. 

o Director,  Office  of  Field  Operations. 

Subject:  Special  Services  Division. 

Certain  definite  problems  of  small  business  must  be  handled  promptly  if  the 
economic  position  of  that  segment  of  our  economy  is  not  to  be  penalized.  In 
order  to  meet  these  important  day-to-day  operating  needs  of  small  business  there 
was  established  by  the  Secretary  in  Departmental  Order  No.  12,  a special  services 
branch.  It  shall  sponsor  and  negotiate  with  other  Federal  agencies  on  a case  basis 
busiimss  which  is  important  to  the  day-to-day  operating  needs  of  a small 

Usually  these  needs  are  in  but  not  limited  to  the  following  fields:  (1)  Procure- 
ment and  subcontracting  opportunities;  (2)  marketing  opportunities;  (3)  surplus 
property;  (4)  special  problems,  including  price  matters,  priority  assistance  in 
Obtaining  materials  and  equipment;  loan  assistance  (sponsorship  with  RFC  or 
banks) ; contract  settle^nt  aid,  engineering;  patent  and  monopolistic  practice,  etc. 

All  applicable  SWPC  procedures,  policies,  and  reconversion  memorandums 
(e.xcludmg  those  functions  transferred  to  RFC)  shall  continue  in  effect  until  re- 
voked by  instructions  issued  by  the  Office  of  Field  Operations. 

Director,  Office  of  Small  Business,  has  appointed 
Philip  hielson.  Acting  Chief,  Special  Services  Branch.  When  Washington 
sponsorship  is  necessary  in  individual  cases,  as  prescribed  in  SWPC  procedure 

oi«  forwarded  to  the  Special  Services  Branch,  Room 

21b,  HOLO  Building,  Washington,  D.  C.,  with  a copy  of  transmittal  letter  to  this 
oiTice. 

E.  L.  Stancliff, 

Dtjecior,  Office  of  Field  Opercdions, 
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Washington,  D.  C.,  March  15,  1946. 
To;  Assistant  regional  directors  in  charge  of  small  business. 

From:  Philip  E,  Nelson,  Acting  Chief,  Special  Services  Division. 

Subject;  Directive  6 to  PR-28. 

Refer  to:  Supplement  No.  3,  Reconversion  Memo  No.  19. 

On  December  26,  1945,  supplement  3 to  Reconversion  Memorandum  No.  19 
was  issued  by  the  former  Office  of  Policy  and  Program  Negotiation  of  Smaller 
War  Plants  Corporation.  Supplement  3 deals  with  directive  6 to  PR— 28  which 
restricts  the  assignment  of  CC  ratings  for  new  trucks. 

We  here  in  Washington  still  feel  that  directive  6 to  ^PR-28  is’^too  restrictive 
and  should  be  relaxed  but  have  no  concrete  information  on  which  to  work.  It 
will,  therefore,  be  appreciated  if  you  will  have  all  applicants  w'ho  are  suffering  an 
unreasonable  hardship  as  a result  of  directive  6 of  PR-28  file  appeals  under 
PR-16  and  route  copies  as  prescribed  in  supplement  3.  This  procedure  will 
provide  some  information  as  to  the  present  effect  of  directive  6 and  some  measure 
of  the  extent  to  which  the  directive  should  be’relaxed. 

I will  appreciate  your  cooperation  in  this  matter. 


Washington,  D.  C.,  March  15,  1946. 

MEMORANDUM 

To:  Assistant  Regional  Directors  In  Charge  of  Small  Business, 

From:  Philip  E.  Nelson,  Acting  Chief,  Special  Services  Division,  Office  of  Small 

Business. 

Subject:  Directive  11  to  M-328B. 

On  March  12,  1946,  directive  11  to  M-328B  was  issued  by  the  CPA.  This 
directive  permits  manufacturers  who  received  an  allotment  under  M-328B  in 
the  first  quarter  of  1946  to  immediately  apply  a CC  rating  for  the  same  fabric 
^r  deliyery  in  the  second  quarter  of  1946.  A manufacturer  may  use  this  advance 
CC  rating  for  70  percent  of  the  yardage  he  was  authorized  to  receive  under 
M-328B  in  the  first  quarter  of  1946. 

This  information  is  submitted  to  you  so  that  you  may  advise  textile  manu- 
facturers by  mail,  phone,  or  personal  contact,  who  received  CC  ratings  under 
M— 328B  in  the  first  quarter  of  1946  of  these  facts.  Manufacturers  still  must 
file  Form  CPA-3732  for  second  quarter  allotment.  This  70  percent  merely  per- 
mits them  to  operate  until  Form  CPA  3732  is  approved  and  the  CPA  advises 
them  of  their  second  quarter  allotment.  This  applies  only  to  those  who  received 
a first  quarter  allotment. 

Instructions  permitting  textile  program  participation  by  textile  manufacturers 
who  did  not  receive  or  file  for  first  quarter  allotments  and  are  therefore  not  author- 
ized to  apply  ratings  for  second  quarter  deliveries  will  be  decided  in  a couple  of 
days  and  we  shall  advise  you  promptly. 

Please  report  the  number  of  such  contacts  you  make  by  type  of  contact  to 
the  Special  Services  Division  no  later  than  March  29.  If  contact  is  made  by 
mail,  submit  a specimen  with  report. 


Department  of  Commerce, 

Office  of  Small  Business, 
Washington  25,  D.  C.,  March  26,  1946. 

memorandum 

To:  Assistant  Regional  Directors  in  Charge  of  Small  Business. 

From:  Philip  E.  Nelson,  Acting  Chief,  Special  Services  Division. 

Subject:  Veterans  Housing  Program  Order  No.  1. 

Attached  hereto  for  your  information  and  guidance  are  copies  of  the  subject 
order,  the  press  release  concerning  the  issuance  of  the  order,  forms  CPA  4423 
and  4386,  and  a list  of  Civilian  Production  Administration  regional  directors  and 
district  managers,  who  will  process  the  applications  for  construction,  other  than 
housing  and  farm  construction. 

Most  of  this  information  is  self-explanatory  but  we  presume  that  many  ques- 
tions will  arise  which  you  may  have  some  difficulty  in  answering.  In  such 
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CPA  construction 

Sc^^'d  to"2 

Q homes  for  veterans  on  form  CPA  4^Rfi  will  n<-i+  k« 

distSTofflc7rn1our,l^'onI'“  '”'”“™">“"'  “<1  attachments  to  each  reopened 
Phogram  Outline,  Office  of  Small  Business,  Fiscal  Year  1947 

rSoLfanV 

?he  Denartmpnf  n?  required  by  small  business  which  are  on  the  shelf  of 

1.  Management  Division  {Mr.  Wilford  White,  Chief) 

s”rftSeSfdt“ 

administration,  colleges  of  economics  trade  associations 
an^  industry  advisory  committees  will  be  welded  into  (a  type  of  l^ate) 

Th  to  assist  small  business  under  Department  of^Commerce  leadershio 

instltuL^l^nrn^^H  T‘  encouraged  to  give  direct  counseling  aid,  hold  business 
fnf extension  courses,  do  necessary  technical  and  market  research 
for  the  independent  businessmen  of  their  community. 

Division  (formerly  Special  Services  Division)  (Mr.  Philip 

(a)  Channel,  wherever  economically  possible.  Federal  nurchases  tn  .smnii 
deoiLa«^  secure  the  benefits  of  wider  competition  among  buvers 

UM^f^rd  nlSre  *fm  «"mn  costs,  aid  smaUer  busN 

through  a program  orso“„e  pSI^hSgTv  a“S;.g  Sir^raiferS'lS 

bringS;  bSS  aud^ireX^^^^^^^^  rthe  Im.  by 

lo  Encourage  industrial  subcontracting  with  small  firms.  Coooeration  with 
large  firms  to  determine  items  which  they  can  and  will  purchase  from  small  firms 

?iv^ iaL“T''“u  k"  S"'  ■■“ord  their  produJL  OTavSbrprodu“- 

tue  capacity  will  be  the  method  of  operation  under  this  program  Sinall^manu 
facturers  \vill  be  advised  against  committing  their  entire  production  to  anv  sinele 

^^®,^®<^ching  of  these  two  elements  of  the  manufacturing  area  will 
be  a c^tinuous  field  operation  under  this  program.  n^Lburing  area  will 

+;«rf  Determine  the  needs  of  small  business  for  Federal  surplus  and  new  oroduc- 

Sut  rrS  i biSfnes  and  take  steps  to^ffect  a brlSS  dTs- 

Cpi  NHA  etJ  ^ business.  This  program  requires  projects  concerning  WAA, 
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( 

^ S.  Business  Practices  Division  {Mr.  Burt  Roper,  Chief) 

■ (a)  Cooperation  with  regulatory  agencies  of  the  Federal  Government  in  the  de- 

velopment of  a manual  listing  the  types  of  assistance  and  the  benefits  to  be  de- 
rived from  the  several  Federal  agencies  and  how  to  secure  such  aids.  This  pro- 
gram will  be  accomplished  through  several  interdepartmental  projects, 

(6)  Sponsoring  specific  legislation  or  revisions  in  enforcement  procedures  of  the 
several  agencies  concerned  with  fair  trade  practices.  While  this  program  will  in- 
clude spot  assistance  for  specific  firms,  it  is  intended  to  represent  broad  segments 
of  industry  through  specific  remedial  proposals  to  the  Federal  Trade  Commis- 
sion, Department  of  Justice,  etc. 

4.  Finance  and  Tax  Division  {Mr.  James  Rountree,  Chief) 

(а)  Development  of  legislation,  regulation,  or  policy  to  promote  favorable 
financing  for  small  business.  The  cooperation  of  the  Federal  Reserve  System, 
the  American  Bankers  Association,  Reconstruction  Finance  Corporation,  and 
other  public  and  private  suppliers  of  capital  will  be  sought.  Direct  advice  will 
be  given  to  small  businessmen  for  the  preparation  of  financial  statements  and 
other  data  to  support  requests  for  loans.  Greater  support  of  small  business  by 
banks  will,  we  believe,  serve  to  provide  legitimate  venture  capital.  Our  work 
with  the  banking  agencies  will  attempt  to  make  them  critical  of  their  loan  re- 
fusals— make  them  ask  themselves  not  only  “why  did  we  make  a loan”  but  “why 
did  we  refuse  one?” 

(б)  Collaboration  with  the  Treasury  Department  and  committees  of  Congress 
in  the  revision  of  tax  legislation  and  Bureau  of  Internal  Revenue  regulations  to 
reduce  actual  financial  burden,  as  well  as  overhead  costs  of  the  present  Federal 
tax  requirements  on  small  business.  An  early  project  under  this  program  will  be 
a study  of  income-tax  regulations  looking  toward  a simplified  method  for  busi- 
nesses having  a gross  income  below  a moderate  level.  A more  extended  program 
will  look  to  the  possibility  of  improving  the  tax  structure  so  as  to  give  incentives 
to  reinvestment  of  earning  by  small  businesses,  particularly  proprietorships  and 
partnerships. 

6.  Area  Development  Division  {Mr.  C.  S.  Logsdon,  Chief) 

(a)  Promote,  at  State  levels,  establishment  of  State  planning  commissions  for 
stressing  the  advantages  of  certain  localities  for  the  development  and  successful 
operation  of  small  independent  business  enterprises. 

(b)  Development  of  criteria  for  and  leadership  in  its  use  by  State  planning 
commissions  for  the  analysis  of  potentialities  of  given  areas  in  support  of  new 
industries.  This  program  will  operate  through  field  teams  at  regional  levels. 
The  activity  will  neither  promote  a specific  industry  nor  recommend  a location 
to  an  industry.  Data  prepared  for  analysis  of  geographical  areas  will  be  pointed 
toward  natural  facilities  conducive  to  the  successful  operation  of  small  manu- 
facturing, distributive  or  service  enterprises,  for  the  promotion  of  a balanced 

, competitive  economy. 

16.  Office-wide  programs 

(a)  Spot  assistance  will  be  rendered  on  the  basis  of  inquiry  by  the  division  best 
qualified. 

(6)  Develop  with  the  assistance  of  the  Office  of  Business  Economics  business 
indices  of  the  health  and  well-being  of  small  business  to  aid  in  diagnosing  trends 
and  suggesting  remedial  actions.  To  offset  the  concentration  of  economic  power 
will  require  general  efforts  as  well  as  particular  ones  and  the  pace  of  current  and 
future  concentration  must  be  carefully  watched  and  accurately  measured. 

By  arrangement  with  Mr.  Hayward,  these  divisional  programs  will  be  issued 
to  the  field  through  his  office  as  field  operations  orders  and  supplemented  by  specific 
task  assignments  in  the  form  of  related  projects  dispatched  directly  from  our 
office  to  regional  directors. 

A field  manual  of  operations  will  also  be  issued  by  OSB  covering  general  con- 
duct, repetitive  reports  and  other  requirements,  methods  of  conducting  con- 
ferences, methods  for  the  compilation  and  presentation  of  case  studies,  etc.  This 
. manual  will  follow  the  pattern  of  and  replace  the  separate  series  of  field  instruc- 
1 tions  for  OSB. 


B.  RECONSTRUCTION  FINANCE  CORPORATION 


Select  Committee  on  Small  Business  of  the 
House  of  Representatives  of  the  United  States, 

Washington^  D.  C.,  Jvly  19^  1946 > 

The  Honorable  Charles  B.  Henderson, 

Chairman,  Board  of  Directors,  Reconstruction  Finance  Corporation, 

Washington  25,  D,  C. 

Dear  Mr.  Henderson:  A new  subcommittee  of  the  House  Small  Business 
Committee  has  recently  been  formed  to  investigate  the  effect  of  monopolies  on 
the  competitive  position  of  small  business. 

Before  holding  formal  hearings,  we  wish  to  have  certain  facts  and  suggestions 
from  the  heads  of  the  agencies  most  directly  responsible  for  preventing  monopolies 
and  for  assisting  small  business. 

We  trust  that  the  attached  list  of  questions  will  not  be  unreasonably  burden- 
some. If  any  of  these  questions  are  impractical  or  should  be  stated  in  a different 
way  to  contribute  more  to  the  successful  conduct  of  our  investigation,  I should 
appreciate  your  having  a member  of  your  staff  discuss  the  points  with  Mr.  J.  G. 
Crost  of  our  committee  staff. 

Would  it  be  possible  for  your  agency  to  submit  the  requested  information  to 
us  within  10  days? 

Sincerely  yours, 

Estes  Kefauver, 
Chairman,  Monopoly  Subcommittee. 

Attachment. 


Material  Requested  of  Reconstruction  Finance  Corporation 

1.  We  should  appreciate  having  the  benefit  of  your  comments  concerning  the 
extent  and  present  seriousness  of  monopolies  and  concentration  of  economic 
power. 

2.  Part  I and  part  II  of  the  hearings  before  the  House  Small  Business  Com- 
mittee on  the  “Financial  Problems  of  Small  Business”  contain  much  information 
concerning  the  extent  to  which  the  RFC  small  business  loan  program  meets  the 
financial  needs  of  small  business.  We  also  have  views  expressed  by  RFC  con- 
cerning the  type  of  program  necessary  to  fully  meet  the  financial  needs  of  small 
business.  If  there  is  any  more  recent  information  on  either  of  these  two  points 
which  you  can  add,  we  should  be  very  pleased  to  have  such  additional  information. 

3.  In  what  ways  do  you  distinguish  between  your  responsibility  and  Commerce 
Department's  responsibility  in  helping  small  business  on  surplus  property?  It 
is  understood  that  you  exercise  the  18  (e)  purchase  function  and  Commerce 
Department  does  not.  However,  which  agency  has  the  responsibility  for  carry- 
ing on  negotiations  with  War  Assets  Administration  with  a view  to  making  sure 
that  their  policies  preserve  and  strengthen  the  competitive  position  of  small 
business?  Which  agency  has  the  responsibility  for  assisting  individual  small 
businessmen  endeavoring  to  buy  surplus  property  but  not  requesting  the  use  of 
the  18  (e)  priority  function? 

4.  Has  your  agency  exercised  the  prime  contracting  function  which  w^as  trans- 
ferred to  it  from  Smaller  War  Plants  Corporation?  Have  you  undertaken  any 
kind  of  procurement  program  for  small  business?  Do  you  consider  it  your 
responsibility  to  undertake  such  a program? 
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Reconstruction  Finance  Corporation, 

Mr  Small  Business  Division, 

Hon.  Estes  Kefauver,  ^Vashtngton  25,  D.  C.,  August  5,1946. 

Chairman  Monopoly  Subcommittee, 

Dear  -S/Ra/Z  Business,  Washington,  D.  C 

W6,  to  ihe  ChS™f  “ f7S%ctoro"t1he  R™'' 

1.  A determination  of  the  extent  and  which  you  have  asked: 

concentration  of  economic  power\?oidd  reau^r^7hp^nT 
information  on  a broad  basis.  The  discharge  of*R  FP^>«‘’f  analysis  of 

avr„fs^r*'rneprv 

the  committee  with  1nforma7ion”L^cerrdnff*7^ 

^I'C  snmll  business  loan  program  meets  thp  ^ extent  to  which  the 

It  must  be  recognized,  of  course  that  thp  iH^pi needs  of  small  business, 
nesses  to  finance  themselves  entiJelv  with  eouRv  ^usi- 

run  needs,  so  that  in  their  early  and  uncertain ' short- 

with  an  obligation  to  repav  on  a fixed  bii^anv^^nhcf  ^»ced 

initial  capital.  Consequently,  encoiageSt  sh^oM  Proportion  of  their 

wherever  practicable.  The  RFC  wiKf he  given  to  equity  financing 

Its  program  of  financing  small  biineiswLnpvpTanT  u^  ^igorouslf 

capital  IS  not  adequate  whenever  and  wherever  the  flow  of  equity 

f ^ possesses  under  existing  ”aw^^  Tn^^fara^th  *^RF^^  Department 

"o  have  a verv  definite  resnonsibili/7  concerned,  we 

Administration  with  a v'iew  to  exchan^in  J ^°r  negotiating  with  War  A.-^sets 

tion  of  policies  designed  to  wesSve  a^nd^  the  formula! 

small  business.  We  have,  o7  course  worked  ®°™P®t*t^ive  position  of 

of  Commerce.  Our  relations  have  been  closely  with  the  Department 

overlapping  or  conflict  ir„ur  relpoMlbimiea  ‘here  has  been  no 

as  well  as,  we  are  sure,  the  DeXtment  u®®  thereto.  The  RFC 

cussions  with  War  Assets  AdmifistrSioJ  with  « ^ad  numerous  dis- 

whereby  individual  small  biisinessmen^mav  ni^cLIf °i  Procedures 

through  the  exercise  of  the  18  (e)  priority^  ^ irchase  surplus  property  other  than 

ferred  to  R^fom  ^h^SmaK*^  A\^r  function  which  was  trans- 

requests  for  such  service  hav7  be^n  recluVed  ^siSc^Jt"  f I®"  ^he  reason  that  nj 
Our  endeavors  to  locate  merchandise  SJria  if  7nH  ^ .termination  of  the  war. 

tive.  We  have  also  Sog"Led  the  ^ ft  hrive  bee^eS 

as  to  the  advantages  to  be  derived  from  th«  an  ^e^Pmg  .small  business  informed 
owned  plants.  Following  discSon  of  ?/-  Government- 

tion  It  was  agreed  that  the  aZ  nLrattn  woU  d if f ^ 'Var  Assets  Administra- 
appropriate  statements  which  shZd  ac,m«Z  mcorporate  in  its  advertising 
country  with  their  rights  under  the  law  * businesses  throughout  the 

1 ours  very  truly, 

/~1  •*  y -y. 


Acting  Chief,  Small  Business  Division. 
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PART  VI 

EXHIBITS— OTHER  ADMINISTRATIVE  AGENCIES 


A.  WAR  ASSETS  ADMINISTRATION 


Select  Committee  on  Small  Business  of  the 
House  of  Representatives  of  the  United  States, 

TT  r.  Washington,  Da  a,  July  11,  1946. 

Lt.  Gen.  E.*B.  Gregory, 

Administrator,  War  Assets  Administration, 

Room  5006,  Railroad  Retirement  Building,  Washington  25,  D,  C. 


Dear  General  Gregory:  A new’  subcommittee  of  the  House  Small  Business 
Committee  has  recently  been  formed  to  investigate  the  effect  of  monopolies  on  the 
competitive  position  of  small  business. 

Before  holding  formal  hearings,  we  wish  to  have  certain  facts  and  suggestions 
from  the  beads  of  the  agencies  most  directly  responsible  for  preventing  monopolies 
and  for  assisting  small  business. 

We  hope  the  attached  list  of  questions  will  not  be  unreasonably  burdensome. 
If  any  of  these  questions  are  impractical  or  should  be  stated  in  a different  way 
to  contribute  more  to  the  successful  conduct  of  our  investigation,  I should  appre- 
ciate your  having  a member  of  your  staff  discuss  the  points  with  Mr.  J.  G.  Crost 
of  our  committee  staff. 


Would  it  be  possible  for  your  agency  to  submit  to  us  within  lU  days  the  re- 
quested information.? 

Sincerely  yours, 

Estes  Kefauver, 
Chairman,  Monopoly  Subcommittee. 

Attachment. 


Material  Requested  of  War  Assets  Administration 

1.  We  should  appreciate  having  the  benefit  of  your  comments  concerning  the 
w'ays  in  w^hich  War  Assets  can  best  carry  out  the  congressional  mandate  to  dispose 
of  surplus  property  so  as  to  discourage  monopolies  and  to  preserve  and  strengthen 
the  competitive  position  of  small  business. 

We  should  appreciate  your  furnishing  us  this  information  separately  for  each  of 
the  following  categories  of  surplus  goods: 

(а)  Production  equipment  and  production  materials. 

(б)  Industrial  plants. 

(c)  Consumer  goods. 

{d)  Aircraft  disposal. 

In  furnishing  this  information,  will  you  please  indicate  as  specifically  as  possible 
the  procedures  by  which  you  believe  the  discouraging  of  monopolistic  practices 
and  the  strengthening  of  small  business  can  best  be  carried  out.  We  appreciate 
that  regulation  21  and  SG-24  are  designed  to  carry  out  policy- wise  the  small 
business  objectives  of  the  act  with  respect  to  production  equipment  and  materials, 
and  consumer  goods.  We  should  like  to  know’  as  part  of  our  investigation  how' 
these  policies  are  to  be  carried  out  in  practice,  including  sales  at  site. 

2.  What  means  do  you  have  at  the  present  time  for  determining  the  adequacy’ 
and  the  effectiveness  of  your  efforts  to  dispose  of  surplus  property  in  such  a w’ay 
as  to  discourage  monopolistic  practices  and  to  strengthen  the  competitive  position 
of  small  business? 

3.  Are  there  any  important  respects  in  w’hich  your  present  statutory  authority 

may  be  inadequate  from  the  standpoint  of  enabling  you  to  dispose'  of,  surplus 
property  in  such  a way  as  to  discourage  monopolistic  practices  knd  to  strengthen 
the  competitive  position  of  small  business?  If  there  are  important  inadequacies, 
please  cite  examples  and  cases  which  illustrate  them.  ’ 
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War  Assets  Administration 

Hon.  Estes  KErsuvnn,  Wuhinston  26.  D.  C„  JvXy  19. 19i6. 

House  of  Representatives,  Washington,  D.  C. 

Dear  Mr.  Kefauver:  Thank  you  for  your  letter  of  July  11,  1946  reauestin^ 

SmTB°ZlsI°C^mZ'ltS"  ““  “““PO'y  Subcommittee  of’  the  House 

^ understand  it,  the  War  Assets  Administration  has  been  requested  to  appear 
before  your  subcommittee  m the  near  future.  The  following  statement  the?&ort 

information  which  will  be  presented  to  your  subcommS^^ 

Assets  Administration  always  has  considered  of  primary  importance 
the  objectives  of  the  Surplus  Property  Act  to  discourage  monopoE  oS? 
^ Tn^th«?r  procedures  are  designed  to  assure  the  achievement  of  th?s  objective 
lo/ production  equipment  and  production  materials,  minimum 
lot  sizes  are  established  in  order  to  attract  small  independent  purchasers  and 

established  to  assure  wide  distribution  as  well  as  prevent 

oronprtt  ^^om  securing  a disproportionate  amount  of  the  surplus 

J ® purchase  orders  precedence  is  given  to  orders  received  from 
small  purchasers  and  from  distributors  who  serve  small  independent  purchasers 

Jeqliireme^nts®^'^^®''*'®''  P°*icy 

A new  policy  has  recently  been  instituted  to  enable  small  contractors  in  possession 

DtaS  aS  to  iS.,;/  c"  P>"‘  "l-ip-nent  loLJcdirtheir 

^ contractors  m possession  to  25  percent  of  such  short 

^1^  their  plants  in  exchange  for  a waiver  of  all  option  rights  and 
ights  of  first  refusal.  This  latter  policy  would  release  a greater  quantity  of  short 

StSh  UeTolirnoL°d  AdminisJation  i .ccor<t- 

also 

Special  consideration  is  given  to  the  requirements  of  small  business  in  tli'> 

hiHs°frnrr.°l  industrial  plants.  It  is  the  policy  of  this  Administration  to  favor 
bids  from  small  businesses  for  the  purchase  of  industrial  plants  suitable  for  small 

nrefer?nliftlTr^«?^  . r.®«eived  from  large  business  enterprises.  This 

rWnnrHfini*  addition  to  the  authority  of  the  Reconstruction  Finance 

fheT„'r.a"e‘„°f  ?„X‘Sa?  ‘""p  P™"‘^  »'  ■" 

f h*  similarly  is  designed  to  discourage  monopolistic 

establishment  of  maximum  and  minimum  lots  and  the  accordance 
cLSf V t u ^ sma,ll  indei^iident  retailers  and  wholesalers  who 

^ '“dependent  retailers.  In  addition,  an  appro- 

wi  1 c ‘ from  the  base  price  is  permitted  to  wholesalers  who  certify  that 
^ independent  retailers  by  breaking  down  lots  to  suit  the 

retailers.  National  and  regional  program 
th!f  effect  to  these  provisions  by  actual  segregation  of  purchase  orders  and 
the  filling  of  small  orders  before  larger  orders. 

business  and  the  discouragement  of  monopolistic 
anTmaximi.m  Inf  accomplished  by  the  careful  establishment  of  minimum 
nr  rrrf,  f ‘ f ,con?iderat lou  was  given  to  establishment  of  a dav 
nri<f  during  which  small  businesses  could  purchase  exclusively  at  site  sales 
prior  to  opening  the  sale  to  all  other  commercial-  buyers  but  was  discarded  as 

di.sruptive  of  the  site  sale  disposal  method. 
«mnli  aircraft  disposal,  sp^ific  attention  is  given  to  the  requirements  of 

small  business  in  accordance  with  the  objectives  of  the  Surplus  Property  Act. 

6 ng/f  flila’  purchasers  of  16,097  planes  indicated  that 

6,034  purcha.sers  bought  from  1 to  3 planes  and  onlv  227  bought  10  or  more 

disposal  procedures  for  the  purchase  of  planes  on 

in  al/ Set  through  all  forms  of  advertising  media  is  a basic  requirement 

are  iif H ?nnn  all  surplus  property.  In  this  way,  all  potential  purchasers 

^e  given  an  opportunity  to  acquaint  themselves  with  the  sales  offerings  of  the 
War  Assets  Administration  and  to  participate  in  such  offerings. 

rer!n+f ff may  be  made  on  a credit  basis  whenever  the  hnancial  standing, 
reputation,  and  outlook  of  the  purchasers  give  reasonable  assurance  that  pay- 
ment will  be  made  under  the  credit  agreement.  Credit  sales  enable  many  small 
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businesses  which  are  not  in  a position  to  make  large  cash  outlays  to  participate 
in  our  offerings  of  surplus  property. 

1 he  adequacy  and  effectiveness  of  our  efforts  to  dispose  of  surplus  property  so 
as  to  discourage  rnonopolistic  practices  and  to  strengthen  the  competitive  position 
of  small  business  is  under  constant  scrutiny  and  analysis  both  in  Washington  and 
the  regional  offices.  Numerous  studies  of  sales  have  been  and  are  being  made  to 
determine  the  extent  of  small  business  participation.  As  of  July  1,  a new  pro- 
cedure instituted  providing  for  regular  recording  of  all  individual  sales  to 
small  businesses  as  well  as  to  all  other  major  groups  of  purchasers.  This  procedure 
w'ill  provide  a constant  source  of  data  for  checking  the  adequacy  and  effectiveness 
of  our  efforts.. 

The  War  Assets  Administration  has  no  proposals  to  make  at  this  time  wdth 
regard  to  the  amendment  of  the  Surplus  Property  Act  to  provide  further  authority 
to  counteract  monopolistic  actions  or  to  promote  the  interests  of  small  business. 

A file  of  documents  relating  to  the  subject  of  your  inquiry  is  attached  for  your 
information. 

Sincerely  yours, 

E.  B.  Gregory,  Administrator. 

The  following  documents  were  attached  to  the  letter  sent  by  Gen.  E.  B.  Gregory 
to  Mr.  Estes  Kefauver  for  use  of  the  Monopoly  Subcommittee  of  the  House 
Small  Business  Committee; 

1.  Order  6 to  Regulation  2. 

2.  Regulation  5. 

3.  Regulation  10. 

4.  Regulation  20,  amendment  2. 

5.  Regulation  21. 

6.  Special  Order  24. 

7.  Administrative  Directive  No.  15. 

8.  Daily  Bulletin  No.  2. 

9.  General  Operations  Procedure  No.  8. 

10.  Daily  Statistical  Report  No.  89. 

11.  Daily  Statistical  Report  No.  95. 

12.  Handbook  for  Site  Sales. 
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SUPPLEMENTAL  EXHIBITS  IN  CONNECTION  WITH  ANALYSIS  OF 

THE  WAR  ASSETS  ADMINISTRATION 

Mr.  C.  Y.  Dodds, 

^ms/on,  Reconstruction  Finance  Corporation, 

Dear  Mr  Dodds:  In  order  that  small  business  mav  take  full  advantage  of  vour 
No  2 priority  under  section  18  (e)  of  the  Surplus  Property  Act  on  reaKomv 
we  are  setting  forth  below  the  policy  of  our  Administration  on  sever?!  maior 
! points,  which  should  enable  you  to  make  most  effective  use  of  this  priority.  ^ 

*'PRICE  POX-ICY  ' 

“Real  Property  receives  an  estimate  of  the  value  of  the  propertv  from  it^ 
usually  disinterested  outside  firm  of  engineers.  T?iis^value  is  then 
adjusted,  where  necessary,  to  arrive  at  a present  fair  value.  This  adiu<!tmpnf 
requires  consideration  of  a number  of  factors  including  obsolescence  location  and 
plant,  and  adaptability  to  peacetime  operation  ’ ’ 

hiHc  is  then  used  as  a basis  for  the  consideration  of  offerings  and 

bids.  (See  Special  Order  No.  19.)  I’he  practice  is  to  regard  this  an 

actual  fair  value  and  to  award  the  offering  to  a small  firm  in  preference  to  a large 
one  providing  that  the  small  firm’s  offer  is  comparable  to  the  fair  value  price  o? 
Within  a reasonable  percentage  of  such  a figure.” 

factors  being  equal,  it  is  our  responsibility  to  secure  a maximum  return 
to  the  Government  on  surplus  property.  Therefbre,  between  qual  fied  sS 
businesses  we  vvill,  of  course,  accept  the  highest  offer.  The  fair  value  figure  gkJen 
::  represents  an  objective  and  should  not  be  regarded  as  a ceiling  S 

% - 

^ EXTENSION  OF  TIME  TO  RFC 

paSgraph  fe)  »'<'''«<>”  »'  “ 

“Priorities  of  Government  agencies  and  State  or  local  goveinments  if  not 
e.xercised  during  the  fifteen-day  priority  period,  shall  elpire  imort’he  ^ 
mination  of  such  period.  The  jiriority  of  the  Reconitiuction  FiLnce 
Coloration  for  resale  to  small  business  shall  not  expire  upon  the  termination 
i priority  period,  however  but  shall  continue  up  to  the  cut-off  dlte 
set  for  the  submission  of  offers  by  nonpreference  offerors  ” 

approved  by  the  Office  of  Real  Propertv  and  will  be 

issued  shortly.  The  time  allow'ed  you  is  thus  materially  lengthened  and  there 

i small  busiSss"!  "^  sufficient  time  to  investigate  the  suitability  of  plants  for 

^ ADVANCE  INFORMATION 

Hereafter,  rnonthly,  you  w'ill  be  furnished  advance  information  on  all  industrial 
property  intended  for  sale.  This  will  gi  ve  the  value,  types  of  plants  or  property 
and  location.  This,  together  with  the  amendment  to  Regulation  10  ^ivmi 

tor  Jmali  '<"■  > <»■  to  plan  an  effective  pVo|ram 

ACCESS  TO  RECORDS 

Full  access  w ill  be  accorded  you  to  all  records  of  the  Office  of  Real  Prooertv 
I on  prplus  plants  You  can  therefore  match  the  request  of  anv  specific  ?mah 

business  or  small  busings  group,  with  the  most  suitable  availabfl  pFaiffi  to  SLet 
such  requirements.  The  Office  of  Real  Property  understands  that  reciprocal 

on  all  plants  owned  by  Reconstruction  Finance  Corpo??tion 
and  Defense  Plants  Corporation  will  also  be  accorded  them 
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ADVERTISING 

Quoted  below  is  the  advertisement  which  will,  hereafter,  appear  on  all  WAA 
advertising  to  which  it  applies.  This  advertisement,  you  will  note,  stresses  the 
availability  of  your  assistance  to  small  business  on  both  real  and  personal  property.. 
**Small  business  may  purchase  surplus  property  through  priority  given  Re- 
construction Finance  Corporation,  under  section  18  (e)  of  the  Surplus 
Property  Act.  Any  individual  business  or  group  of  small  businesses,  inter- 
ested in  this  property  should  apply  to  nearest  office  of  RFC  for  qualification 
as  small  business,  and,  if  qualified,  RFC  will  arrange  for  purchase  from 
WAA.  They  may  also  help  finance  purchases.  The  Department  of  Com- 
merce, as  w^ell  as  RFC,  will  assist  in  locating  property,  secure  detailed  infor- 
mation, and  arrange  for  inspection  for  qualified  prospective  purchasers.” 

All  of  the  points  discussed  above  have  been  covered  in  several  conversations 
between  us  and  we  believe  meet  with  your  full  approval.  It  is  our  belief  that 
they  can  form  the  basis  for  an  improved  implementation  of  your  priority.  It  is 
our  intention,  as  you  are  aware,  to  implement  use  of  the  provisions  of  section 
18  (e)  through  your  organization  to  the  fullest  extent  for  assistance  to  small 
business  and  you  are  assured  of  full  cooperation  from  us  in  this  regard. 

Sincerely  yours, 

G.  E.  Textor, 

Deputy  Adminisiraior^  Office  of  Plans  and  Policies^ 


B.  CIVILIAN  PRODUCTION  ADMINISTRATION 


Select  Committee  on  Small  Business  of  the 
House  of  Representatives  of  the  United  States 
Hon.  John  D.  WosUnilm,  D.  C„  July  18,  me. 

Administrator,  Civilian  Production  Administration, 

W ashington  25,  D.  C. 

Dear  Mr.  Small:  A new  subcommittee  of  the  House  Small  Business  Com- 
mittee has  recently  been  formed  to  investigate  the  effect  of  monopolies  on  the 
competitive  position  of  small  business.  uuupoiies  on  tne 

t hearings,  we  wish  to  have  certain  facts  and  suggestions 

from  the  heads  of  the  agencies  most  directly  responsible  for  preventing  monopolies 

business.  We  are  interested  in  the  activities  of  the  Civilian 
Production  Administration  because  of  the  important  bearing  that  such  activities 
have  on  the  concentration  problem  during  the  reconversion  period. 

Tf  attached  list  of  questions  will  not  be  unreasonablv  burdensome 

1 questions  are  impractical  or  should  be  stated  in  a different  wav  to 
contribute  more  to  the  successful  conduct  of  our  investigation  I should  apnrecLte 

oSr  committee  O.  Croat  of 

quS1nLmat°on‘.“'  «>- 

Sincerely  yours, 


Estes  Kefauver, 
Chairman,  Monopoly  Subcommittee. 


Material  Requested  of  the  Civilian  Production  Administration 

.ov+inf  appreciate  having  the  benefit  of  your  comments  concerning  the 

• ’■^spofsjbihty  for  providing  equitable  distribution  of  scarce  ma- 
te.ials  and  equipment  during  the  reconversion  period. 

(2)  Please  furnish  us  information  on  the  following  points! 

(a)  Under  what  circumstances  do  you  consider  the" CPA  obligated  to  a 
program  of  allocating  equitably  the  entire  supply  of  an  item?  Please 

furnish  a list  of  the  materials  or  equipment  where  you  now  allocate  the 
entire  supply. 

(b)  Under  what  circumstances  do  you  consider  the  CPA  justified  in 
channeling,  m connection  with  short-supply  items,  only  part  of  the  supply 

HmUed*suppfv?^^^*^^  others  to  compete  for  the 

(c)  Please  furnish  a list  of  those  items  (excluding  items  on  list  A to  PR-3 
or  where  100  percent  of  the  supply  is  allocated)  on  which  CPA  does  not  give 

ffif u ° plants  sufficient  to  operate  at  a minimum  economic  rate 

(3)  Do  you  have  any  information  or  comments  as  to  the  extent  to  which  con- 
^ntration  of  industry  has  been  furthered  or  lessened  because  of  the  action  of 

entire  supply  is  allocated)  either 

to  critical  products  or  industries  and  to  special  hardship  situations? 

ill  ®^8^®*ions  do  you  have  to  offer  for  a Government  program  which 
would  have  the  effect  of  preventing  further  concentration  of  economic  power  and 
if  possible,  reduce  the  existing  degree  of  concentration?  ^ ’ 


Civilian  Production  Administration 

The  Honorable  Esths  KnrAOVEB.  O-  C,  August  W.  'im. 

House  of  Representatives,  Washington,  D.  C. 

My  Dear  Mr.  pFAUvER:  In  your  letter  of  July  18,  vou  ask  me  to  furnish 
j ou  statements  on  four  general  questions  that  are  connected  with  an  investigation 

of  smaiVbus^  effect  of  monopolies  on  the  competitive  position 
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In  your  first  question  you  ask  for  my  comments  on  our  responsibility  for  pro- 
viding equitable  distribution  of  scarce  materials  and  equipment  during  the  recon- 
version period.  As  you  know,  our  predecessor,  the  War  Production  Board,  con- 
sidered at  greaL  length  the  policy  that  should  be  followed  in  using  our  powers 
under  the  Second  War  Powers  Act  during  the  reconversion  period.  Initial  studies 
in  this  matter  were  begun  in  the  early  summer  of  1944. 

The  conclusion  was  reached  that  the  magnitude  and  complexity  of  the  task 
of  reconverting  our  economy  from  a wartime  to  a peacetime  basis  was  so  great 
that  the  job  not  be  done  in  time  with  detailed  Government  controls.  It 

was  recognized  that  most  of  the  problems  would  have  to  be  solved  through  the 
efforts  and  resourcefulness  of  industry  itself  and  that  no  unnecessary  regulations 
should  be  retained  which  might  impede  industry  in  carrying  out  its  part  of  the 
program.  It  was  also  recognized,  however,  that  for  certain  limited  purposes  the 
priorities  and  allocation  atithority  would  be  required. 

^ In  creating  this  agency  the  President,  in  Executive  Order  9638,  confirmed  this 
judgment  of  the  \\  ar  Production  Board.  He  directed  that  our  functions  and 
powers  be  used; 

* * * to  further  a swift  and  orderly  transition  from  wartime  production 

to  a maximum  peacetime  production  in  industry  free  from  wartime  Govern- 
nient  controls,  with  due  regard  for  the  stability  of  prices  and  costs;  and  to 
that  end  shall  be  utilized  to  (a)  expand  the  production  of  materials  which 
are  in  short  supply,  f6)  limit  the  manufacture  of  products  for  which  materials 
or  facilities  are  insufficient,  (c)  control  the  accumulation  of  inventories  so  as 
to  avoid  speculative  hoarding  and  unbalanced  distribution  which  would 
total  production,  (d)  grant  priority  assistance  to  break  bottlenecks 
which  would  impede  the  reconversion  process,  (c)  facilitate  the  fulfillment  of 
relief  and  other  essential  export  programs,  and  (/)  allocate  scarce  materials 
and  facilities  necessary  for  the  production  of  low-priced  items  essential  to 
the  continued  success  of  the  stabilization  program  of  the  Federal  Government 
(Executive  Order  9638). 

Under  these  conditions  outlined  by  the  President,  the  exercise  of  our  powers 
can  be  generally  classified  in  four  groups  in  addition  to  our  inventory  controls: 

(o)  To  cushion  the  impact  of  artificial  conditions  during  the  reconversion 
period  on  any  manufacturer  regardless  of  his  size  or  the  essentiality  of  his  product. 
In  other  words,  the  relief  of  individual  hardship. 

(b)  To  insure  maximum  production  of  an  item  or  material  which  is  so  critical 
that  an  inadequate  supply  threatens  reconversion. 

(c)  To  conserve  and  distribute  a material  which  is  in  seriously  short  supply 
and  which  must  be  distributed  equitably  to  prevent  serious  dislocations  that 
would  adversely  affect  over-all  reconversion. 

(d)  To  meet  certain  rninimum  and  basic  needs  of  highly  urgent  programs,  such 

as  relief  and  rehabilitation,  the  low-cost  clothing  programs,  military  occupation 
and  more  recently,  the  veterans'  housing  program.  ' 

In  all  these  cases,  however,  the  dominant  purpose  to  ^‘further  ♦ * * tran- 
sition * * * to  industry  free  from  wartime  controls"  requires  that  we  use 

our  powers  as  sparingly  as  possible  and  on  as  limited  a basis  as  possible  to  attain 
these  ends. 

When  the  Second  War  Powers  Act  was  extended  in  December  of  1945  and 
again  in  June  of  1946,  we  had  assured  the  Juaiciary  Committees  of  both  Houses 
that  w'e  intended  to  relax  controls  wherever  possible  and  that  we  would  reinsti- 
tute controls  only  under  most  compelling  circumstances.  The  committee  reports 
clearly  show  a congressional  intent  that  this  policy  shall  be  adhered  to. 

We  have  recognized,  in  applying  this  general  policy,  that  small  business  is  in 
a weaker  situat’on  to  withstand  the  artificial  strains  of  reconversion  and  must 
th^efore  have  special  consideralion  if  it  is  to  be  maintained. 

Our  general  policy  has  been  publicly  announced  in  Priorities  Regulation  28  a 
copy  of  which  I am  enclosing.  1 address  your  attention  to  paragraph  (f)  of  that 
regulation  which  explains  that  we  will  assign  CC  ratings  where  necessary  to 
Obtain  a bottleneck”  item  to  maintain  minimum  economic  rate,  and  particularly 
parapaph  (f)  (2)  which  provides  for  special  consideration  for  a small  business 
not  limited  to  bottleneck  items.  Under  these  policies,  w^e  have  been  able  to 
relieve  the  impact  of  reconversion  shortages  so  that,  in  general,  small  firms  have 
not  been  forced  out  of  business  because  of  material  shortages. 

As  I have  already  indicated,  w’e  do  not  feel  it  appropriate  for  this  agency  to  go 
beyond  this  minimum  assistance  except  where  necessary  to  maintain  production 
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products  Assistance  to  maintain  high  levels  of  production 

other  than  highly  critical  products  would  inevitably  lead  us  into  controlling 
most  of  the  manufacturing  activity  in  the  country.  We  feel  that  such  an  even- 
tuality would  require  us  to  make  decisions  which  neither  we  nor  other  agencies 
are  qualified  or  equipped  to  make.  agencies 

I have  indicated  that  we  give  more  e.xtended  assistance  in  the  case  of  products 
that  we  have  determined  are  critical  in  the  national  economy.  These  products 
are,  with  a few  exceptions  those  that  are  listed  on  schedule  I of  priorities  regula- 

enclosing,  and  the  low-cost  clothing  items  under 
^‘^h^rliiles.  Most  of  the  items  on  Schedule  I of 
Regulation  28  are  those  urgently  needed  for  the  veterans’  housing  pro- 
gram  under  the  \eterans  Emergency  Housing  Act,  ^ 

II 

Your  secnnd  question  presented  three  subsections.  Under  subsection  (a)  vou 
ask  me  under  what  circumstances  we  adopt  allocation  of  all  of  the  material  in 

I"  gf’weral  we  maintain  complete  allocation  of  a material  only 
demand  for  such  material  is  so  high  that  most  or  all  of  the  supply  is 
req  iired  for  the  minimum  needs  of  essential  industries,  and  where,  although  some 
excess  may  remain  for  less  essential  uses,  the  supply  available  after  meeting  essen- 
tial  requirements  IS  so  small  that  it  could  not  be  feasibly  distributed  in  a free 
market.  1 he  following  are  the  items  presently  under  orders  which  control  the 

These  orders  include  those  where  allocation  certificates 

delivery  as  well  as  orders  restricting  the 
purch^L^^  which  the  product  may  be  put  and  orders  which  impose  quotas  on  the 

^ [Mr.  Small’s  letter  of  October  3 corrects  certain  classifications  made 
in  this  section  II.  The  October  3 letter  follows  this  letter.] 

OHDERS 

M-3S.  Lead. 

M-43.  Tin. 

M-47,  Burlap  and  other  jute  goods. 

M-54.  Molasses. 

M— 84.  Alanila  (abaca)  and  agave  fiber  and  cordage 

M-85.  Kapok. 

M-112.  Antimony. 

M-131.  Cinchona  bark  and  cinchona  alkaloids. 

M-221.  Te.xtile  bags. 

M-285.  Uranium. 

M-300,  Certain  chemicals  and  allied  products. 

Schedule  118.  Penicillin, 

Schedule  119.  Streptomycin. 

Schedule  120.  Potash. 

ir. , ^^^^dule  121.  Phenolic  Resin  molding  compound. 

M-310.  Hides,  skins,  and  leather. 

M— 325.  Tinplate  scrap. 

M-333.  Tapioca  flour. 

M-390.  Hide  glue  stock,. 

R-1.  Rubber,  synthetic  rubber  and  products. 

L-85.  Apparel  for  feminine  wear. 

T^ork  of  looms  for  cotton  broad  woven  fabric  production 

1.-353.  C.ane  alcohol. 

Tj-354.  Lead  chemicals. 

X-355.  Ethyl  fluid. 

Under  our  general  policy  of  decontrol,  we  maintain  a constant  review  of  these 
ordeTs  so  that  we  can  revoke  them  at  the  earliest  practicable  moment. 

Ihe  next  situation  is  the  one  covered  by  your  second  subsection.  In  this  case 
where  a material  is  in  short  supply  we  may  allocate  a portion  of  that  supply  to 
essential  uses,  as  in  plastic  molding  powder  and  steel,  or  limit  the  assignment  of 
UL  ratings  to  esscmtial  uses,  as  in  trucks,  and  let  the  remainder  flow'  in  a free 
market.  We  do  this  where  in  our  judgment  the  remainder  is  adequate  to  gen- 
erally meet  the  minimum  requirements  of  less  essential  consumers  under  free 
market  conditions,  even  though  inadequate  to  supply  them  with  all  they  might 
be  able  to  consume.  W’e  have  adopted  this  policy  because  on  these  items  we 
ha\  e found  that  the  supply  of  unallocated  balance  is  very  close  to  the  minimum 
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rate  required  by  consumers,  and  any  attempt  to  support  minimum  economic 
rate  w'ould  result  in  complete  allocation.  However,  in  all  of  these  cases  we 
stand  ready  uiid^‘  the  provisions  of  paragraph  (h)  (7)  of  Priorities  Regulation  28 
and  of  Priorities  Regulation  16  to  give  assistance  where  failure  to  obtain  an  item 
would  result  in  exceptional  and  unreasonable  hardship. 

In  your  third  subsection  you  have,  in  effect,  requested  a list  of  the  items 
covered  by  partial  allocation  discussed  above.  I believe  the  following  are  the 
only  items  handled  under  this  policy; 

Tin  mill  products  for  cans  and  closures — Direction  9 to  order  M-21. 

Trucks — Direction  6 to  Priorities  Regulation  28. 

Plastic  molding  powders — Direction  17  to  Priorities  Regulation  28  and 
schedule  121  to  order  M-300. 

Steel  Direction  13  to  Priorities  Regulation  1 and  directions  12  and  13  to 
order  M-21. 

In  the  case  of  certain  critical  building  materials,  ratings  for  construction  are 
generally  confined  to  those  assigned  under  the  veterans'  emergency  housing 
program.  However,  CC  ratings  for  these  materials  are  assigned  under  Priorities 
Regulation  28  where  the  items  are  required  as  a production  material. 

In  the  exercise  of  our  priorities  powers  we  do  not  feel  that  in  order  to  a^ssist 
newcomers  we  should  do  so  to  such  an  extent  that  the  pattern  of  distribution 
among  already  established  firms  is  seriously  disrupted.  In  certain  areas  such 
a distortion  was  threatened  because  demands  for  ratings  from  new'comers  threat- 
ened to  preempt  the  total  new  production.  Consequently  w*e  felt  compelled  to 
limit  our  assistance  to  hardship  cases.  The  only  products  on  wXich  this  type 
of  action  has  been  taken  are  4 by  5 commercial  cameras  (Dir.  15  to  Pri.  Reg.  28) 
and  water-well  drilling  equipment  (Dir.  16  to  Pri.  Reg.  28).  (This  list  has  been 
expanded  by  Mr.  Small's  letter  of  October  3.) 

Ihe  situation  in  steel  is  a special  and  temporary  problem.  We  suspended 
priority  assistance  for  steel  (except  AAA's  and  individual  directives  in  extraor- 
dinary cases)  on  January  21,  at  the  time  of  the  steel  strike.  The  situation 
threatened,  and  did  in  fact  become  so  serious  that  many  important  consumers 
of  steel  were  unable  to  obtain  anywhere  near  minimum  needs.  Any  attempt  on 
our  part  to  issue  ratings  under  priorities  regulation  28  to  maintain  minimum 
economic  levels  of  production  would  have  merely  rated  every  user,  and  created 
a chaotic  condition  in  an  industry  totally  unable  to  produce  normally.  Assist- 
ance was  limited  during  this  period  to  tin-mill  products  for  food  packs  (direc- 
tion 9 to  order  M-21);  certain  critical  export  requirements  (direction  10  to 
order  M-21)  and  tobacco  flue  sheets  (direction  11  to  order  M-21)  and  AAA's 
and  individual  directives  in  a few  extraordinary  circumstances. 

This  special  situation,  as  you  know,  continued  until  the  end  of  the  coal  strike 
in  June.  By  that  time  the  supply  of  steel  had  become  so  desperate  that  it  ap- 
peared that  a great  many  steel  consumers,  even  with  renew^ed  high  production 
of  steel,  could  not  obtain  their  minimum  requirements  of  steel  during  the  third 
quarter.  However,  some  products  using  steel  w^ere  in  seriously  short  supply. 
While  realizing  that  actions  on  our  part  to  determine  the  steel  products  which 
producers  should  make  and  to  whom  they  should  ship  during  the  difficult  period 
of  restoring  full  production  would  only  interfere  with  that  restoration,  we  wxre 
compelled  to  insure  supply  of  steel  for  these  highly  critical  items.  This  w'e  did 
by  the  issuance  of  directions  12  and  13  to  order  M-21.  This  gave  assistance 
(by  ineans  of  “certified  orders")  to  a few’  most  critical  items  needed  by  the  veter- 
ans emergency  housing  program  and  for  famine  relief,  and  railroad  brakeshoes. 
Maintenance  of  w’arehouse  stocks  w’as  also  required  under  these  directions  in 
order  to  assist  small  business  in  meeting  its  requirements.  There  again  we  stood 
ready  to  relieve  exceptional  hardship  on  the  part  of  other  manufacturers,  if 
necessary. 

With  the  present  level  of  steel  production,  we  feel  that  we  can  restore  the  normal 
procedures  of  Priorities  Regulation  28.  This  we  have  done  for  deliveries  of 
steel  after  September  30. 

Before  leaving  these  questions  I wish  to  call  your  attention  to  the  provisions 
of  Priorities  Regulation  28A,  affecting  textiles,  which  limit  the  special  consideration 
for  small  business  given  under  Priorities  Regulation  28.  Under  Priorities  Regula- 
tion 28,  a sirall  business  applicant  is  eligible  for  assistance  to  maintain  minimum 
economic  rate  without  regard  to  bottleneck  items,  irrespective  of  whether  or  not 
he  w’as  engaged  in  an  established  business.  Under  Priorities  Regulation  28A 
ne  is  eligible  for  this  type  of  assistance  only  if  he  is  alieady  engaged  in  the  business* 
or  w as  so  engaged  and  stopped  because  of  militarv  service  or  war  conditions  As 
you  may  know;,  many  enterprises  can  be  carried^  on  in  the  textile  industry  With 
little  or  no  capital  investment.  We  discovered  that  in  the  present  state  of  textile 
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supply  there  were  so  many  new  small  firms  seeking  to  enter  the  industry  or  extend 
^eir  operations  into  further  stages  of  processing  that  the  ratings  assigned  under 
Priorities  Eegulation  28A  threatened  to  completely  disrupt  all  normal  industry 
patterns.  I have  already  pointed  out  that  we  must  limit  rating  assistance  in  such 
a situation.  However,  newcomers  who  own  facilities  may  participate  in  the  low- 
cost  clothing  programs  under  M-328B. 


I 


j.  • 

V • 


\ 


III 

In  your  third  question  you  ask  whether  we  have  any  information  or  comments 
as  to  the  extent  to  which  concentration  of  industry  has  been  furthered  or  lessened 
because  of  oiir  limitation  of  assistance  to  critical  products  or  industries  and  to 
special  hardship  situations.  I am  sorry  that  we  have  no  precise  information 
available  m this  agency  as  to  the  effect  of  these  actions  on  concentration  of  in- 

know  our  basic  rating  policy  has  tended  to  preserve 
the  position  of  small  business  in  those  industrial  areas  where  a tendency  for  con- 
centration IS  apparent.  For  instance,  in  textiles  there  is  a tendency  toward 
integration  from  the  yarn  through  the  garment  stage,  with  the  result  that  some 
manumcturers  are  losing  their  source  of  si’pply.  The  ratings  under  M-328B 
and  the  special  ratings  issued  under  Priorities  Regulation  28A,  together  with 
ordere  setting  aside  certain  fabrics  and  yarns,  tend  to  protect  the  source  of 
supply  of  such  consumers. 

In  the  fields  in  which  we  give  only  limited  assistance,  we  have  usually  been 
a le  to  determine  that  the  companies  have  established  a fair  system  of  voluntary 
allocation  that  takes  due  regard  of  the  needs  of  small  business  and  newcomers. 

f system  instituted  by  the  steel  companies,  even  in  the  face 

of  the  extraordinary  conditions  that  they  have  had  to  face,  has  operated,  so  far 
as  ve  can  determine,  to  spread  the  steel  supply  equitably  and  fairly.  The  vol- 
untary  distribution  scheme  in  the  plastic-molding-powder  industrv,  even  with  the 
limited  supply  aeainst  an  enormous  demand,  acted  so  fairlv  that  we  received 
virtually  no  requests  for  rating  assistance  up  to  a few  w^eeks  prior  to  the  issuance 
ot  Direction  17.  I can  assure  you  that  ve  vould  feel  under  an  obligation  to  review 
our  determination  in  any  of  these  fields  if  it  became  clear  that  the  industry  had 
adopted  a discriminatory  policy  in  its  distribution. 


IV 

In  your  final  question  you  ask  me  for  suggestions  as  to  a Government  program 
preventing  further  concentration  of  economic  power  and  reducing  existing  con- 
centration. Although  I am  deeply  interested  in  the  development  of  sound  gov- 
ernmental policies  in  this  direction,  I do  not  feel  that  this  is  the  appropriate 
agency  for  developing  such  suggestions,  nor  do  I believe  it  was  the  intent  of  either 
Congress  or  the  President  that  the  powers  granted  the  Civilian  Production  Ad- 
ministration be  used  except  to  expedite  orderly  reconversion.  The  general  prob- 
lems  related  to  the  concentration  of  industry  do  not  seem  to  me  to  be  directly 
related  ^ the  job.  As  you  know,  the  powers  of  this  agency  expire  on  March  31 
1-  -X  j • herefore,  we  have  endeavored  to  concentrate  our  activity  on  those 
limited  issues  that  we  can  handle  satisfactorily  in  that  period  of  time.  It  would 
be,  1 am  sure,  a grave  error  for  us  to  attempt  to  direct  our  actions  toward  a pro- 
gram long  run  m nature  which  we  could  not  carry  through. 

I hope  that  the  comments  I have  made  in  this  letter  will  satisfactorily  answer 

have  sent  to  m<i.  I will  stand  ready  to  give  you  every 
additional  assistance  that  I or  my  organization  can  properly  render 
Sincerely, 

J,  D.  Small,  Administrator^ 


Civilian  Production  Administration, 

rru  XT  ui  T.  Washington  25,  D,  C.,  October  3,  19A6. 

The  Honorable  Estes  Kefauver,  » ^ • 

House  of  Representatives,  Washington,  D.  C. 

Kefauver:  With  reference  to  my  letter  to  you  of  August  15 
1946,  I ^m  informed  that  Mr.  Crost  of  your  office  has  requested  a revision  of  the 
list  and  description  of  orders  in  section  II  of  that  letter  to  include  only  allocation 
orders  which  control  the  amount  of  mat(*rial  available  to  a*  consumer  and  to  omit 
conservation  and  standardization  orders.  In  accordance  with  mv  understanding 

of  what  you  have  in  mind,  I am  listing  in  this  letter  three  groups  of  CPA  orders  and 
regulations. 
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The  first  group  includes  orders  by  which  we  determine  the  total  amounts  of 
material  which  individual  consumers  may  receive  or  use.  We  have  two  methods 
of  doing  this.  One  method  is  to  grant  to  users  individual  allocations  of  specified 
amounts  of  material  which  they  may  obtain  for  use  in  making  a specific  product. 
The  other  method  is  the  quota  type  of  order  which  limits  the  amount  of  material 
which  a pierson  may  purchase  or  use  in  making  a product.  Orders  using  either 
type  of  control  are  the  following: 

PR-33.  Direction  5 (gypsum  liner). 

L-354.  Lead  chemicals. 

L-355.  Ethyl  fluid. 

M-38.  Lead. 

M-43.  Tin. 

M-47.  Burlap. 

M-54.  Molasses. 

M-63.  Imports  of  strategic  materials. 

M-81.  Cans. 

M-84.  Manilla  and  agave  fiber  and  cordage. 

M-112.  Antimony. 

M-131.  Cinchona  bark  and  cinchona  alkaloids.. 

M-285.  Uranium. 

M-300.  Schedule  118 — Penicillin. 

M— 300.  Schedule  119 — ^Streptomycin. 

M-300.  Schedule  120 — Potash. 

M-310.  Hides,  skins,  and  leather. 

M-333.  Tapioca  flour. 

R-1.  Rubber. 

Under  a second  group  of  CPA  orders,  we  merely  allocate  a portion  of  the  avail- 
able supply  of  material  to  meet  important  needs  without  attempting  to  allocate 
the  total  supply  or  limit  its  complete  use.  Orders  with  this  type  of  control  where 
the  CPA  or  other  Government  agency  decides  the  quantity  each  person  may 
receive  are  listed  below: 

PR-28.  Direction  13 — Assignment  of  CC  ratings  for  cadmium. 

PR-28.  Direction  18 — Iron  castings  and  steel  for  urgently  needed  housing 

items. 

PR-33.  Veterans'  emergency  housing  program. 

PR-33.  Direction  1 — Lumber,  hardwood  flooring,  and  millwork. 

PR-38.  Direction  lA — Softwood  plywood. 

PR-33.  Direction  8 — Prefabricated  housing. 

PR-33.  Direction  13 — House  trailers. 

PR-34.  Sales  of  certain  critical  material  by  RFC. 

M-21.  Direction  11 — Steel  sheets  for  tobacco  flues. 

M-21.  Direction  12 — Steel  for  certain  critical  products. 

M-21.  Direction  13 — Alerchant  pig  iron. 

M-85.  Kapok  (par.  (c)). 

M-300.  Schedule  121 — Phenolic  resin  molding  compound. 

M-328.  Direction  32 — -Fabrics  for  processing  in  Puerto  Rico. 

M-328B.  Special  clothing  programs. 

Finally,  in  the  third  category  are  materials  where  the  supply  is  such  that  we 
do  not  feel  we  can  assist  small  business  generally  to  operate  at  a minimum  eco- 
nomic rate  without  seriously  disrupting  the  present  pattern  of  distribution.  The 
reasons  for  such  decisions  are  fully  explained  on  the  third  and  fourth  pages  of 
my  August  15  letter.  These  materials  and  the  orders  governing  them  are  the 
following; 


Trucks Direction  6 to  PR-28. 

Commercial  cameras,  4 x 5 Direction  15  to  PR-28. 

Water-well  drilling  equipment Direction  16  to  PR-28. 

Plastics  and  s.vmthetic  resins Direction  17  to  PR-28. 

Women's  full-fashioned-hosiery  machinery Direction  19  to  PR-28. 

Hides,  skins,  and  leather  (other  than  cattle  hides, 

calfskins  and  kips  which  are  under  allocation) M-310,  par.  (b)  (3). 


I have  omitted  all  reference  to  conservation  orders  which  merely  state  the 
kinds  and  types  of  products  which  may  be  made  or  the  materials  w'hich  may  be 
used  without  imposing  any  limit  on  the  quantity  of  material  which  may  be  used 
by  an  individual  user.  I have  also  omitted  those  orders  which  merely  channel 
material  to  a class  of  users  without  specifying  the  quantities  each  can  get.  I 
understand  that  you  are  not  interested  in  such  orders. 
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In  conclusion,  however,  I should  like  to  emphasize  the  fact  that  thp 

res^Wlity  oF  aidhig  ^ 

fatio?s  generally  under  the  criteria  of  Priorities  Regu 

wSh  groups  of  orders  listed  above  contain  rules 

pKs  S^PR  28^  T quota^s  in  addition  to,  or  instead  of,  the  rules  in 

rn  and  tki  28 A.  I believe  that  the  items  in  the  third  erouD  Ctoeether  with 

SantPd^  w Regulation  3 for  which  preference  rating^  arl  nlve^ 

+ho  materials  for  which  the  CPA  does  not  now  grant  at 

least  the  limited  priorities  assistance  generally  available  under  the  crfteria  in 

Regulations  28  and  28A.  My  letter  of  August  irdiscusses  Se  pSicv 

we  have  followed  in  making  these  exceptions  to  the  general  rules.  ^ ^ 

m J letter  when  considered  in  connection  with  the  comments  in 

my  letter  of  August  15  will  furnish  you  the  information  you  desire  As  I stated 

Smtrely,®  ^ assistance  which  I can  provide 


Philip  F.  Maguire, 

(For  J.  D.  Small,  Administrator.) 


A 


SUPPLEMENTARY  EXHIBITS  IN  CONNECTION  WITH  ANALYSIS  OF 
CIVILIAN  PRODUCTION  ADMINISTRATION  OPERATIONS,  INCLUD- 
ING  EXCHANGE  OF  CORRESPONDENCE  BETWEEN  THE  HOUSE 
SMALL  BUSINESS  COMMITTEE  AND  CPA 

,,  T • o February  18,  1946. 

Mr.  John  D.  Small, 

Administrator,  Civilian  Production  Administration, 

W ashington,  D.  C. 

Dear  AIr.  Small:  Attached  is  a copy  of  a letter  to  me  from  Congressman 
Hand  concerning  a small  metal-working  plant  in  his  district. 

While  I am,  of  course,  concerned  about  helping  this  small  plant  to  obtain  steel, 
there  is  an  extremely  important  principle  involved  which  has  general  application. 

I am  most  anxious  to  learn  from  you  concerning  what  your  agency  is  prepared 
to  do  to  make  sure  that  the  small  plants  needing  steel  are  able  to  get  a fair  share 
of  steel  or,  at  the  very  least,  enough  steel  to  operate  at  a bare  minimum  economic 
rate. 

There  is  also  attached  a copy  of  my  reply  to  Congressman  Hand  which  sets 
forth  my  position  in  more  detail. 

Sincerely  yours, 

Wright  Patman,  Chairman^ 


mL  xnT  r>  March  4,  1946. 

Ihe  Honorable  Wright  Patman, 

Chairman,  Select  Committee  on  Small  Business, 

House  of  Representatives,  Washington,  D.  C. 

My  Dear  Mr.  Patman:  In  response  to  your  letter  of  February  18,  I am 
attaching  a copy  of  a press  release  outlining  the  steps  which  have  been  taken  by 
the  Civilian  Production  Administration  to  assure  an  equitable  distribution  of 
steel  supplies  during  this  critical  period  when  the  Nation  is  recovering  from  the 
effects  of  the  recent  steel  strike.  These  policies  have  been  developed  after  the 
most  careful  consideration  of  all  of  the  various  factors  involved  and  will,  in  our 
opinion,  result  in  the  least  disruption  to  industry  both  large  and  small. 

It  is  our  intention  as  soon  as  full  scale  steel  production  has  been  resumed  to 
make  the  distribution  of  steel  subject  to  the  provisions  of  priorities  regulation  28. 
In  the  meantime,  if  you  will  request  the  Keen  Equipment  Co.  of  Vineland,  N.  J., 
to  write  to  our  Steel  Branch  and  explain  their  specific  problem,  they  will  be  glad 
to  review  the  matter  and  see  what  action  might  be  taken  to  be  of  assistance. 

Sincerely  yours, 

, J.  D.  Small,  Administrator. 

Enclosure. 

[Advance  release  for  Sunday  morning  papers,  February  17, 1946.  Radio  release,  7 p.  m„  Saturday.  February 

16,1946] 

Civilian  Production  Administration 

John  D.  Small,  Administrator  of  Civilian  Production,  today  took  steps  to 
insure  the  equitable  distribution  of  steel  production  during  the  period  in  which 
the  steel  industry  is  resuming  operations. 

The  procedure  to  be  followed  by  the  steel  producers  during  this  emergencv 
period  w'as  outlined  by  Mr.  Small  in  a declaration  of  policy  designed  to  provide 
for  the  minimum  needs  of  the  greatest  number  of  steel  users,  and  for  maintenance 
and  repair  requirements. 

“The  Civilian  Production  .Administration  recognizes  that  great  difficulties  will 
confront  practically  all  producers  and  users  of  steel  until  the  acute  shortage  is 
relieved,”  Mr.  Small  said,  adding  that  “the  Civilian  Production  Administration 
will  keep  close  watch  on  what  is  happening  to  producers  and  users  as  the  produc- 
tion and  distribution  of  steel  gets  under  way.  We  will  be  ready  to  take  any 
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proper  steps  required  to  smooth  the  adjustment.  Available  suonlies  must  he 
scrupulously  husbanded  so  that  steel  will  be  on  hand  for  emergeS  ” 

At  the  same  time,  Mr.  Small  emphasized  that  “small  businesses  noninteerated 
steel  producers  and  w^arehouse  stocks  for  general  maintenance 
be  given  urgent  consideration.”  He  pointed  out  also  that  prLritv  SnEs^uS 

which  were  suspended  on  January  22  1946  would 
®"®.P®°ded  in  order  to  allow  producers  the  greatest  latitude  in  spreadine 

r^^hi  hSTevels^^^Th-®®®^  number  of  consumers  until  steel  production  again 
hoo  ^ This  suspension  will  continue  in  operation  until  steel  pro- 

has  reached  such  levels  that  over-all  production  will  not  be  iniuriouslv 
affected  by  the  issuance  of  specific  preference  ratings,  he  said.  ^ 

DECLARATION  OF  POLICY  FOR  STEEL  PRODUCERS  DURING  THE  PRESENT  EMERGENCY 

ovlToO  stoppage  in  the  plants  producing 

fn  t+Jli  ^ Nation  s supply,  has  greatly  intensified  the  serious  shortage 

m steel  for  a large  section  of  the  Nation’s  industry.  Steel  in  its  manv 

vital  to  the  national  economy,  particularly  to  everv  utility  to  transportation 
and  to  the  maintenance  of  public  health  and  safety.  ‘ ^’^^nsportation, 

the  penod  of  the  strike,  steel  inventories  in  the  hands  of  warehouses 
fu^  other  st^l  users  have  been  depleted.  It  will  take  a number  of 

backVo  m“p;„TuS1oS' 

ur  xnese  reasons  it  is  clear  that  steel  producers  cannot  for  a timo  mA^f 

for  steel  required  to  maintain  production  at  the’level  prevailing  before 
t^stnke.  Practically  every  steel  user  will  be  in  hardship  states 

view  of  this  situation,  the  Civilian  Production  Administration 
has  issued  a statement  of  policy  outlined  below,  to  be  followed  bv  steel  DroHuppra 
in^the  Jfnbution  of  all  types  and  shapes  of  st^l  iSl  SSs : P’-^ducers 

I ration  all  deliveries  so  that  no  individual  customer  or 

individual  class  of  customers  will  receive  more  steel  than  is  needed  for  immediate 

supply  the  minimum  needs  of  the  largest  possible 
number  of  their  customers  giving  to  each  his  fair  proportionate  share. 

J.U  producers  shall  schedule  shipments  to  warehouses  and  distnhninr«  an 

Vnn?  ^ niake  deliveries  of  standard  items  Tn  to  irmifco^^^^^^^^^ 

production  materials  for  small  business  and  to  continue  to  supolv 
items  required  for  maintenance  and  repair  purposes.  ^ 

• * P^’odjicers  shall  schedule  shipments  of  semifinished  materials  to  nrm 

In^e^uSbir^te!*”  Producers’  operations  may  be  maintained  at 

lu  P^orifies  regulation  1 which  suspended  priority  ratings  out- 
prior  to  the  stuke,  will  be  continued  in  effect  unal  steel  production  has 
reached  such  levels  that  over-all  production  will  not  be  injuriously  affected  bv 

specific  preference  ratings.  Also  direction's  to  priorities  regu^ 
iSrkid.^^  continue  the  more  restrictive  inventory  provisions  during  thL 

“If  distribution  of  deliveries  is  handled  effectively  in  accordance  with  t h*.  ahn-,rn 

P°  seldom  be  necessary  fo.  the  Civilian  Production  Administration 

to  issue  a direction  to  producers  to  meet  a specific  need  ” 

^ issuance  today  of  the  Civilian  Production  Administra- 

«+a+  producers,  Mr.  Small  announced  a revised 

Sait  of  ?hPL  for  steel  warehouses  prior  to  the 

^licy  ^ ^ establish  a voluntary  rationing 

The  revised  policy  for  the  warehouses  follows; 

REVISED  POLICY  FOR  GENERAL  STEEL  WAREHOUSES  DURING  THE  PRESENT  STEEL 
’ EMERGENCY 

nf  intimate  knowledge  steel  w^arehouses  have  of  the  requirements 

of  many  thousands  of  customers,  these  warehouses  are  in  a position  to  cairv 

out  the  policies  enunciated  below  and  thus  to  minimize  the  serious  adverse  effects 
which  might  otherwise  result  to  the  economy.  aaverse  eitects 

«+Aof  warehouses,  fabricators,  and  others  with  inventories  of 

steel  mail  products,  who  are  ordinarily  in  the  business  of  selling  such  items  are 
requesi^d  to  carry  out  the  following  policies  immediately;  ' 

.v^r*  types  and  shapes  of  steel  mill  products:  Ration  all  deliveries  so 

that  no  customer  will  receive  more  than  is  needed  for  immediate  use  and  bv  so 
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doing  stretch  your  stocks  to  last  over  the  longest  period  possible  for  those  uses 
for  which  the  items  you  handle  have  customarily  been  sold. 

“2.  For  types  and  shapes  of  steel  mill  products  ordinarily  used  for  maintenance 
and  repair;  fehoum  your  stocks  of  these  products  be  seriously  depleted,  you  should 
make  deliwries  for  emergency  maintenance  and  repair  uses  which  have  ta 
do  \vnth  public  health  and  safety,  such  as  requirements  of  hospitals,  public  utilities 
and  tran^^rt^ion  facilities,  and  for  other  extremely  essential  maintenance  and 
repair.  This  does  not  include  deferrable  maintenance  and  repair  nor  general 
maintenance  and  repair  for  those  industries  which  will  be  shut  down  for  other 
reasons  even  if  they  should  receive  maintenance  and  repair  materials, 

conform  with  this  voluntary  rationing  policy,  direction 
13  to  Priorities  Regulation  1 will  remain  in  effect  until  steel  production  has  reached 
a satisfactory  level.  This  continued  suspension  of  ratings  issued  prior  to  January 
22,  1946,  will  permit  suppliers  to  reject  or  defer  deliveries,  in  whole  or  in  part,  on 
any  orders  which,  in  the  opinion  of  the  suppliers  do  not  conform  to  the  foregoing 
policies. 

*Tt  is  manifestly  impossible  for  the  warehouses  to  supply  materials  in  mill 
quantities  to  any  custoniers,  and  industries  requiring  such  quantities  for  pro- 
duction cannot  be  kept  in  operation  from  warehouse  stocks.  Emphasis  must 
accordingly  be  placed  on  using  such  stocks  for  the  purpose  of  taking  care  of  essen- 
tial maintenance  and  repair  requirements,  and  in  spreading  the  thin  warehouse 
supply  equitably  among  regular  warehouse  buyers,  particularly  small  business. 

“If  distribution  of  steel  stocks  is  handled  effectively  in  accordance  with  the 
above  policies,  it  should  seldom  be  necessary  for  the  Civilian  Production  Adminis- 
tration to  issue  a direction  or  AAA  rating  on  a warehouse,  fabricator,  or  processor 
to  meet  specific  needs.  The  Civilian  Production  Administration  would  authorize 
no  directions  or  AAA  ratings  other  than  those  warranted  by  extreme  emergencies. 

“The  foregoing  represents  a general  statement  of  policy  which  it  is  believed  will 
aid  in  reducing  the  serious  adverse  effects  of  the  heavy  loss  of  steel  production. 
Suppliers  are  urged  to  carry  out  these  policies  and  consumers  are  urged  to  cooperate 
in  accepting  the  restraints  necessarily  imposed  through  the  carrying  out  of  these 
policies.” 

Mr.  Small  reemphasized  that  the  Civilian  Production  Administration  would 
act  if  necessary  to  meet  any  special  situation  where  the  national  economy  was  in 
jeopardy,  because  of  a lack  of  steel.  He  cited  the  recent  issuance  of  direction  9 
to  the  steel  order  M-21  and  to  the  container  order  M-81  which  directed  the 
maximum  utilization  of  the  tin  mill  products  for  the  preservation  of  perishable 
and  seasonal  foods,  drugs,  medicinals,  and  biologicals. 

He  also  pointed  out  that  inventory  restrictions  holding  steel  stocks  to  a 45-day 
supply  (as  provided  in  direction  8 to  Priorities  Regulation  32)  will  continue  in  force 
during  this  period.  This  compares  with  the  previous  allowable  60-day  supply 


March  6,  1946. 

Mr.  J.  D.  Small, 

Administrator,  Civilian  Production  Administration, 

Washington,  D,  C. 

Dear  Mr.  Small;  This  is  in  reply  to  your  letter  of  March  4.  I regret  that  I 
have  to  inform  you,  on  behalf  of  our  committee,  that  we  consider  your  reply  to 
our  letter  of  February  18  highly  unsatisfactory  from  the  sUndpoint  of  taking  care 
of  small  plants  until  PR-28  is  again  made  operative  for  steel. 

We  recognize  that  the  steel  strike  has  created  a situation  where  many  steel 
users  are  clamoring  for  the  currently  limited  supply.  However,  I must  point  out 
to  you  in  the  strongest  terms  that  it  is  precisely  under  such  circumstances  that 
small  business  is  in  the  greatest  danger.  This  is  not  to  say  that  all  small  busi- 
nesses will  receive  a disproportionate  share  of  their  needs  in  comparison  with 
large  businesses.  On  the  other  hand,  tight  market  situations,  such  as  the  present 
steel  supply,  hurt  very  seriously  and  oftentimes  put  out  of  business  completely 
the  small  plants  which  do  not  enjoy  a preferred  position  with  their  suppliers 
Under  such  circumstances  it  seems  to  us  that  it  is  encumbent  on  an  agency  such 
as  yours  to  make  known  to  industry  and  the  public  that  thev  are  prepared  to 
relieve  unusual  hardship  conditions  in  small  plants. 

I am  informed  that  the  PR— 16  appeals  procedure  is  still  open  to  plants  which 
can  claini  that  direction  13  to  PR— 1 works  an  unreasonable  and  excessive  hard- 
ship on  them.  I seriously  question  whether  more  than  a handful  of  small  plants, 
in  reading  direction  13,  realize  that  the  appeals  procedure  is  still  open.  No 
reference  is  made,  in  direction  13,  to  a right  of  appeal.  Moreover,  the  appeals 
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procedure  has  been  known  to  small  plants  as  a cumbeisome  and  time-consumine 
method  of  securing  priorities  help.  ^ 

It  seems  to  us,  that  you  might  issue  a direction  to  PR-28  which  would  indicate 
the  limited  conditions  under  which  you  would  render  assistance  to  small  plants  in 
obtaining  steel  when  they  are  faced  with  unusual  or  excessive  hardship  This  is 
particularly  desirable  inasmuch  as  direction  13  to  PR-1  gives  no  indication  that 
CPA  is  prepared  to  make  exceptions  for  unusual  hardship  cases. 

I am  suggesting  to  Congressman  Hand  that  he  have  the  Keen  Equipment  Co. 
write  to  the  Steel  Branch  explaining  their  specific  problem.  When  the  Keen 
Equipment  Co.  submits  the  requested  information  to  the  Steel  Branch,  I hope 
that  someone  from  your  own  ofiice  will  follow  up  to  make  sure  that  any  unwar- 
ranted hardship  faced  by  this  company  is  promptly  taken  care  of  by  the  Steel 
Branch. 

We  earnestly  hope  that  you  will  be  able  to  make  publicly  announced  changes 
along  the  lines  we  are  suggesting.  In  the  event  that  you  desire  to  discuss  this 
problem  with  us,  our  committee  would  be  glad  to  talk  this  matter  over  with  you 
Sincerely  yours, 

Wright  Patman,  Chairman. 


« 


Hon.  J.  D.  Small, 

Administrator,  Civilian  Production  Administration, 

Washington  25,  D.  C. 


April  8,  1946. 


Dear  Mr.  Small:  I regret  that  I have  to  advise  you  that  no  written  reply  to 
my  letter  to  you  of  March  6 has  been  received.  However,  Mr.  John  Houston 
of  your  office,  has  talked  to  members  of  our  staff  on  the  telephone.  He  has 
indicated  that  you  do  not  choose  to  reinstitute  on  steel  any  kind  of  priorities 
assistance  to  small  plants  at  this  time. 

We  would  like  to  have  a letter  from  you  indicating  what  steps  your  agency 
proposes  to  take  in  lieu  of  our  suggestion.  In  your  letter  of  March  4 to  me  you 
suggested,  in  connection  with  a case  we  referred  to  you,  that  if  the  company 
would  write  your  Steel  Branch  and  explain  their  specific  problem,  your  Steel 
Branch  “will  be  glad  to  review  the  matter  to  see  what  action  might  be  taken  to 
be  of  assistance." 

On  March  19,  we  submitted  the  request  for  assistance  which  was  prepared  by 
the  Keen  Equipment  Co.  in  line  with  your  suggestion.  In  my  opinion,  this  com- 
pany's statement  was  exceedingly  well  prepared  and  clearly  justified  assistance 
from  your  agency.  On  March  25,  a hitter  was  sent  to  the  Keen  Equipment  Co. 
by  your  Steel  Branch  denying  any  kind  of  assistance  since  it  did  not  wish  to  inter- 
fere with  the  grandfather-clause  principle  of  allotting  steel  which  is  used  by  the 
steel  producers.  For  your  convenience,  I am  enclosing  a copy  of  the  Steel  Branch's 
reply  to  the  Keen  Equipment  Co. 

We  are  also  enclosing  a copy  of  a letter  received  from  another  small  plant 
which  further  illustrates  the  same  problem  except,  in  this  case,  the  company 
would  seem  to  deserve  much  better  consideration  even  on  the  basis  of  the  grand- 
father-clause principle.  Will  your  agency  help  this  company? 

We  are  cognizant  that  the  problems  created  by  the  coal  strike  make  it  difficult 
to  distribute  steel  equitably.  At  the  same  time,  we  must  ask  you  what  steps 
your  agency  is  prepared  to  take  to  prevent  gross  injustices  to  small  plants. 

Sincerely  yours, 


Wright  Patman,  Chairman. 


Civilian  Production  Administration, 

Washington  25,  D.  C.,  April  12,  1946. 

Hon.  Wright  Patman, 

House  of  Representatives. 

Dear  Mr.  Patman:  Although  your  letter  of  March  6 in  regard  to  our  policy 
regarding  the  suspension  of  ratings  for  the  procurement  of  steel  has  not  previously 
been  answ'ered,  this  matter  has  been  discussed  several  times  at  some  length  by 
members  of  my  staff  with  Mr.  Crost  of  your  office,  and  I should  like  to  take  this 
opportunity  of  explaining  to  you  the  circumstances  which  have  necessitated  this 
action.  In  order  to  do  this,  I should  like  to  quote  certain  pertinent  portions  of 
a letter  w'hich  I recently  sent  to  Senator  Murray  on  the  same  subject: 

“At  the  time  the  War  Production  Board  was  terminated  it  was  determined 
that  controls  generally  were  to  be  relinquished  as  rapidly  as  possible.  During 
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the  war  period,  all  steel  products  were  allocated  by  the  War  Production  Board. 
The  primary  consideration  was  the  procurement  of  steel  items  needed  by  manu- 
facturers for  the  production  of  materials  required  for  the  prosecution  of  the  war 
and  for  the  maintenance  of  essential  civilian  activities.  Upon  the  conclusion  of 
hostilities  it  was  felt  that  such  over-all  controls  were  not  only  unnecessary,  but 
would,  if  retained,  deprive  industry  of  the  flexibility  of  operation  needed  to  meet 
a rapidly  changing  pattern  of  requirements  and  seriously  impede  reconversion. 
Accordingly,  it  was  decided  that  assistance  to  be  given  by  the  Civilian  Production 
Administration  would  be  confined  to  aiding  companies  in  breaking  bottlenecks, 
assisting  veterans  in  the  procurement  of  materials,  aiding  small  businesses  in  the 
procurement  of  materials  when  necessary  and  under  certain  other  emergency 
situations.  The  criteria  are  expressed  in  priorities  regulation  28,  copy  of  w'hich 
is  attached.  It  was  thought  that  only  in  this  manner  could  maximum  produc- 
tion of  all  required  materials  be  accomplished  promptly. 

“In  furtherance  of  this  program  the  steel  companies  w'ere  requested  to  make  a 
fair  and  equitable  distribution  of  products.  This  was  to  be  done  by  reference  to 
the  previous  purchases  of  regular  customers,  by  endeavoring  to  establish  and 
meet  the  needs  of  new  customers,  and  by  preventing  preemptive  buying  at  the 
expense  of  small  orders.  The  amounts  which  producers  were  to  furnish  their 
customers  were  to  be  based  on  the  relative  supply-demand  position  as  indicated 
by  their  order  books.  That  this  arrangement  would  not  entirely  satisfy  the  re- 
quirements of  the  reconversion  program  was  recognized,  and  the  Civilian  Pro- 
duction Administration  retains  responsibility  for  examining  specific  cases  of 
maldistribution  and  correcting  them  by  the  issuance  of  preference  ratings  or 
directives.  This  system  apparently  has  worked  fairly  satisfactorily. 

“However,  the  recent  steel  strike  and  the  previous  slow-down  in  production 
occasioned  by  the  coal  strike  last  September  have  resulted  in  very  serious  losses 
of  steel  tonnage.  To  minimize  the  effect  of  this  very  serious  curtailment  of 
production  the  Civilian  Production  .\dministration  temporarily  suspended  pri- 
orities on  steel  and  issued  a declaration  of  policy  to  be  followed  by  the  steel  pro- 
ducers and  steel  Warehouses  in  distributing  their  products.  Copies  of  these 
policy  announcements  are  attached.  In  thus  urging  the  rationing  of  steel  and 
in  temporarily  suspending  preference  ratings,  the  Civilian  Production  Admin- 
’stration  has  endeavored  to  secure  for  each  consumer  of  steel  a fair  and  equitable 
proportion  of  the  supply,  which  has  been  quite  limited  in  relation  to  the  very 
heavy  demand  for  steel.  To  make  the  distribution  more  effective,  direction  8 
to  Priorities  Regulation  32,  reducing  inventories  that  may  be  carried  by  con- 
suming companies  from  the  amount  required  for  60  days’  operations  to  the 
amount  required  for  45  days’  operations,  was  issued.  A copy  of  that  direction 
is  attached. 

“Even  though  efforts  have  been  made  by  the  Civilian  Production  Administra- 
tion and  the  companies  to  assure  equitable  distribution  of  steel,  the  production 
of  certain  needed  items  of  steel  have  been  unprofitable  under  prevailing  OPA 
ceiling  prices  and  the  resulting  short  supply  of  those  items  has  made  it  difficult 
for  users  to  get  along  with  the  small  shares  available  to  them.  It  is  anticipated 
that  the  recent  readjustment  of  price  levels  covering  steel  products  will  tend  to 
cure  this  situation  by  bringing  about  a better  balance  in  the  production  of  all  the 
various  forms  of  steel. 

“The  Civilian  Production  Administration  will  endeavor  to  increase  the  over-all 
rate  of  production  of  steel  and  thereby  bring  into  existence  a greater  supply, 
which  should  aid  materially  in  obtaining  a more  effective  distribution  of  the  prod- 
ucts required  by  all  businesses,  large  and  small.  To  this  end,  priorities  assistance 
is  being  extended  to  the  installation  of  equipment  that  will  increase  production 
of  much  needed  items.’’ 

It  was  our  firm  expectation  that  a return  to  full  production  in  the  steel  industry 
after  the  termination  of  the  strike  would  in  a relatively  short  time  permit 
the  revocation  of  our  direction  suspending  the  issuance  of  ratings  for  steel  in  cases 
I qualifiying  under  the  criteria  of  priorities  regulation  28.  Unfortunately  the  coal 

1 strike  has  made  this  impossible.  This  latest  work  stoppage  has  already  reduced 

J over-all  steel  production  in  1 week  by  approximately  9 percent  and  the  rate  is 

f declining  rapidly  with  more  blast  furnaces  shutting  down  every  day.  The 

\ effects  of  the  previous  loss  of  over  6,000,000  product  tons,  plus  the  additional 

very  serious  and  substantial  losses  occurring  due  to  present  coal  shortages,  are 
not  very  pleasant  to  contemplate.  The  fact  tltat  they  have  been  caused  by 
circumstances  beyond  our  control  has  not  deterred  us  from  taking  such  emergency 
actions  as  have  been  possible  to  prevent  grave  crises  affecting  the  Nation  as  a 
whole,  but  it  is  impossible  for  us  to  attempt  to  relieve  the  thousands  of  cases  of 
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individual  hardship  resulting  from  depleted  inventories  in  plants  of  all  sizes  large 
medium,  and  small.  > s > 

It  has  been  suggested  that  the  reinstitution  of  some  system  of  over-all  alloca- 
tion of  basic  materials  might  counterbalance  losses  in  steel  production.  I am 
firmly  convinced,  however,  that  such  a system  is  not  only  unfeasible  but  would 
not  eliminate  the  serious  effects  of  the  irretrievable  losses  that  have  already 
occurred.  Production  is  the  only  answer,  and  we  will  do  everything  in  our  power 
to  achieve  this  by  every  means  at  our  disposal.  Meanwhile  any  attempt  to 
allocate  substantial  quantities  of  these  materials  to  one  segment  of  our  economy 
at  the  expense  of  other  segments  (or  to  one  case  whose  hardship  is  exactly  like 
t^t  of  thousands  of  other  cases)  would  result  in  so  many  disruptions  to  mill  sched- 
ul^  that  restoration  of  full  production  would  be  considerably  delayed. 

, facts  in  the  case  of  the  Keen  Equipment  Co.  are  similar  to  those  existing 
in  the  thousands  of  other  cases  to  which  I have  referred  above.  It  appears  that 
they  are  receiving  some  shipments,  and  that  additional  tonnages  over  and  above 
the  present  rate  have  been  promised  in  June.  The  fact  that  they  are  unable  to 
obtain  all  of  the  st^l  necessary  to  enable  them  to  operate  their  greatly  expanded 
facilities  is  a situation  which  is  regrettable,  but  under  the  circumstances  I do  not 
feel  that  directive  action  on  our  part  can  be  justified. 

Sincerely  yours, 

Philip  F.  Maguire 
(For  J.  D,  Small,  Administrator). 
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TT  T O ' June  1,  1946, 

Hon,  J,  D.  Small, 

Administrator,  Civilian  Production  Administration,  Washington  25,  D.  C. 

Dear  Mr.  Small:  Since  the  issuance  of  diiection  13  to  PR-1,  I have  had  corre- 
spondence with  you  concerning  the  need  for  assisting  small  plants  to  obtain  steel. 
Y ou  indicated  that  the  impending  coal  strike  and  then  the  existence  of  the  coal 
strike  prevented  your  making  the  distribution  of  steel  again  subject  to  PR-28. 

Your  letter  of  April  12  showed  that  you  were  aware  that  there  were  thousands 
of  small  plants  suffering  unusual  hardsliip  along  the  lines  of  the  case  which  we  had 
submitted  to  you.  In  other  words,  the  refusal  of  CPA  to  reinstitute  PR-28  did 
not  cause  a pro  rata  hardship  amongst  all  steel  users  but  hurt  much  more  seriously 
those  small  plants  which  did  not  have  established  positions  with  their  suppliers. 
You  realize,  I am  sure,  the  extent  to  which  this  type  of  thinking  runs  counter  to 
the  intent  of  the  Reconversion  Act,  that  there  shall  be  equitable  treatment  to 
all  small  plants. 

Now  that  the  coal  strike  is  settled,  we  earnestly  hope  that  you  will  immediately 
revoke  direction  13  to  PR— 1.  The  introduction  of  legislation  covering  specific 
administrative  action  such  as  the  revc»cation  of  direction  13  should  be  used  in 
my  cyinion,  only  as  a last  resort.  I should  appreciate  advice  from  you  as  to 
whether  you  are  prepared  to  revoke  direction  13  now.  A prompt  reply  to  this 
letter  would  be  deeply  appreciated. 

Sincerely  yours, 


Wright  Patman,  Chairman. 


Civilian  Production  Administration, 

„ " Washington  25,  D.  C.,  June  14,  1946. 

Hon.  Wright  Patman, 

House  of  Representatives,  Washington  25,  D.  C. 

Dear  Mr.  Patman:  In  response  to  your  letter  of  June  1 regarding  the  granting 
of  priorities  assistance  for  the  procurement  of  steel  now  that  the  coal  strike  has 
ended,  I am  enclosing  a copy  of  direction  12  to  our  general  preference  order  M— 21 
which  was  issued  on  June  12. 

This  order  is  designed  primarily  to  assist  producers  of  products  which  are  in 
extremely  shoit  supply  for  the  veterans'  housing  program,  and  certain  items  of 
farin  machinery  which  are  urgently  required  to  harvest  this  year's  crops  and  for 
famine  relief. 

In  addition,  to  insure  the  greatest  possible  prolection  to  small  firms,  most  of 
whom  are  warehouse  customers,  the  direction  requires  producers  to  ship  to  ware- 
houses during  the  third  quarter  of  1946  not  less  than  the  same  proportion  of  total 
tonnage  of  steel  produced  during  that  period  as  they  shipped  to  warehouses  during 
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the  fourth  quarter  of  1945.  This  base  period  was  selected  because  our  records 
indicate  that  the  needs  of  warehouse  customers  were  being  met  in  a satisfactory 
manner  during  that  time.  As  a further  protection  to  small  business,  both  pro- 
ducers ana  warehouses  are  lequired  by  the  terms  of  the  order  to  distribute  their 
supplies  which  remain  after  the  fulfillment  of  certified  orders  in  a fair  and  equitable 
manner.  A ceiling  of  10,000  pounds  per  order  is  placed  upon  deliveries  from 
warehouses  if  a larger  quantity  would  impair  the  normal  distribution  function 
of  the  warehouse. 

I believe  that  the  provisions  outlined  in  the  preceding  paragraph  will  alleviate 
considerably  the  present  difficulties  of  small  consumers.  However,  neither  this 
plan  nor  any  other  plan  which  can  be  devised  will  offset  the  general  effects  of  the 
enormous  production  losses  w^hich  have  left  practically  every  steel  consumer  in 
the  country  in  a hardship  status.  It  will,  on  the  other  hand,  give  an  impetus  to 
the  production  of  a few  highly  critical  items  at  the  expense  of  less  urgent  needs, 
and  will  provide  for  the  equitable  distribution  of  the  remaining  supply.  It  must 
be  confined  to  these  objectives  if  it  is  to  work  successfully.  Any  substantial 
broadening  of  its  scope  would  defeat  its  purpose  and  would  result  in  substantial 
losses  in  over-all  steel  production. 

It  is  recognized  that  certain  other  emergencies  may  arise  which  will  require 
assistance,  and  provision  has  been  made  in  paragraph  (m)  of  the  regulation  to 
cover  these  limited  and  exceptional  cases.  Although  it  will  not  be  possible  to 
grant  relief  under  the  terms  of  this  paragraph  to  cases  of  hardship  occasioned  by 
the  general  shortage  of  steel,  if  in  a particular  case  there  is  evidence  of  dis- 
crimination against  a small  consumer,  appropriate  action  will  be  taken. 

A similar  regulation  covering  the  cistribution  of  pig  iron  is  being  prepared  and 
a copy  will  be  forwarded  to  you  as  soon  as  it  is  issued. 

Youis  very  truly, 

J-  D.  Small,  Administrator. 

June  20,  1946. 

Hon.  J.  D.  Small, 

Administrator,  Civilian  Production  Administration, 

Washington  25,  D.  C. 

Dear  Mr.  Small:  Your  letter  of  June  14  is  acknowledged  with  thanks. 

We  are  glad  to  be  advised  that  you  are  prepared,  on  receipt  of  evidence  from 
small  plants  that  they  are  not  obtaining  equitable  treatment  from  their  suppliers, 
to  render  assistance  w'hich  will  provide  equitable  treatment. 

It  also  seems  to  us  that  youi  provision  regarding  warehouses  is  a very  good  one. 

We  were  much  disturbed  to  learn  yesterday,  from  a small  manufacturer,  that 
your  Steel  Branch  does  not  yet  seem  to  understand  the  meaning  of  youi  letter 
of  June  14. 

This  manufacturer  (the  Comfort  Products  Corp.,  Dallas,  Tex.)  seems  to  us  to 
have  a rather  clear  case  of  exceptional  hardship.  He  was  not  asking  for  enough 
assistance  to  operate  at  even  a minimum  economic  rate.  He  was  asking  only  for 
equitable  treatment  in  view  of  the  fact  that  his  prew^ar  steel  use  was  unrepresenta- 
tive of  his  present  operations.  He  informed  us  yesterday  that  when  he  ap- 
proached your  Steel  Branch  w ith  a request  for  assistance,  in  accgrdance  with  the 
provisions  of  paragraph  (m)  of  direction  12  and  your  letter  of  June  14,  he  w’as 
advised  by  your  Steel  Branch  that  they  could  give  assistance  only  to  manufac- 
turers of  special  building  materials  and  farm  equipment. 

At  our  request,  Mr.  John  Houston  is  arranging  to  meet  with  this  manufacturer 
at  4:30  today  and  it  is  my  sincere  hope  that  your  agency  w ill  mak^  your  letter  of 
June  14  an  operating  reality  in  the  Steel  Branch. 

It  is  my  understanding  that  at  the  recent  meeting  held  with  representatives  of 
the  Small  Business  Committees  and  the  Department  of  Commerce,  you  indicated 
your  continued  resolve  to  bring  steel  under  the  provisions  of  PR-28  as  soon  as  a 
normal  rate  of  operation  in  the  steel  industry  had  been  resumed.  I understand, 
further,  that  you  mentioned,  in  this  connection,  a rate  of  operations  of  about  85 
percent  of  capacity. 

We  appreciate  the  cooperative  spirit  indicated  by  your  letter  of  June  14  and 
trust  that  you  will  soon  be  able  to  revoke  direction  13  to  PR-1. 

Sincerely  yours, 

Wright  Patman, 

Chairman 
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Hon.  J.  D.  Small, 

Administrator,  Civilian  Production  Administration, 

Washington  25,  D.  C. 

Dear  Mr  Small;  This  is  with  further  reference  to  our  letter  of  June  1 re- 
quiting that  steel  again  be  made  subject  to  the  standard  provisions  of  PR-28. 

Your  letter  of  June  14  indicated  the  steps  you  were  prepared  to  take  by  wav 
of  ridding  special  assistance  to  small  business.  It  is  my  understanding  that 

i*  ^ould  iiot  be  possible  to  revoke 
direction  13  to  J-  I was  advised  that  at  the  meeting  which  vou  held  with 
representatives  of  the  Srnall  Business  Committees  a few  days  before  your  last 
letter  to  me  you  indicated  your  intention  to  bring  steel  again  under  the  standard 
provisions  of  PH  28  as  soon  as  steel  production  was  more  normal.  You  men- 
tioned,  I am  told,  a figure  of  85  percent  of  capacity. 

It  is  indeed  encouraging  to  note  that  steel  production  has  increased  markedly 
since  the  meeting  with  representatives  of  our  committee.  For  the  past  2 week's 
of  record  steel  production  has  been  85  percent  or  better.  Furthermore  the  very 
optimistic  statements  regarding  general  business  outlook  attributed  to  vou  at 
your  press  conference  last  Friday,  would  suggest  that  the  original  forecLt  re- 
garding  steel  production  was  too  conservative. 

\\hile  direction  12  to  M-21  and  your  letter  of  June  14  do  provide  a measure  of 
^sistance  to  small  business,  it  is  obviously  difficult  for  a small  plant  to  prove 
discrimination  as  such  proof  would  require  some  knowledge  of  how  suppliers  are 
taking  care  of  other  consumers,  small  and  large.  Under  such  circumstances  it  is 
much  more  desirable  to  restore  the  standard  provisions  of  PR-28  since  the  min- 
imum  economic  rate  of  a plant  can  be  more  readily  determined 

On  behalf  of  the  House  Small  Business  Committee,  therefore.  I suggest  a re- 
examination of  the  feasibility  of  restoring  the  standard  PR-28  assistance  on  steel 
in  the  light  of  current  high  rate  of  steel  operation  and  your  own  optimistic  ao- 
praisai  of  current  prospects.  ^ y 

Sincerely  yours, 

▼ V-..  


Wright  Patman,  Chairman, 


Civilian  Production  Administration, 

Th«  Honorable  WamHT  PaTMaw,  >*'«»'••»»<»«  C.  C„  J^dy  10,  me. 

House  of  Representatives,  Washington,  D.  C. 

y^TMAN;  In  response  to  your  letter  of  July  1,  I would  like  to  state 
that  it  is  naost  gratifying  to  us  to  note  the  rather  remarkable  recovery  which  the 
steel  inffiistry  has  made  since  the  end  of  the  coal  and  transportation  strikes 
It  should  be  kept  m mind,  however,  that  the  calculated  rate  of  operations  is 
based  on  ingot  production  and  not  on  shipments  of  finished  steel.  The  latter  are 
lagging  behind  the  ingot  rate  because  raw  materials  and  materials  in  process  were 
reduced  to  abnormally  low  levels  during  the  time  that  blast  furnace  operations 
were  seriously  affected  by  the  coal  shortage.  Consequently,  this  gap  in  the 
normal  ffow  of  materials  has  to  be  bridged  before  the  shipment  of  finished  steel 
can  be  brought  up  to  ingot  production  levels. 

I have  asked  the  steel  industry  advisory  committee  to  meet  with  me  on  July  18 
to  discuss  further  the  problems  which  face  both  industry  and  Government  in  the 
months  immediately  ahead.  I am  hopeful  that  there  will  be  real  indications 
that  our  major  production  crises  are  behind  us.  I do  not  feel  that  any  change 
should  be  made  in  our  policy  prior  to  this  meeting,  but  we  will  be  prepared  to 
take  whatever  action  appears  to  us  to  be  appropriate  as  a result  of  the  facts 
which  are  developed  in  connection  with  it. 

Your  continued  interest  and  your  understanding  of  the  many  difficulties  which 
nave  beset  out  path  in  this  reconversion  period  are  greatly  appreciated 
Sincerely, 

w T 

, J,  D.  Small,  Administrator, 
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July  13,  1946. 

Hon.  J.  D.  Small, 

Administrator,  Civilian  Production  Administration, 

Washington  25,  D,  C, 

Dear  Mr.  Small:  Thank  you  for  your  letter  of  July  10. 

We  can  readily  understand  your  desire  to  meet  with  the  steel  industry  advisory 
committee  on  July  18  before  giving  us  a definite  answer  to  our  letter  of  July  1. 
We  sincerely  trust  that  after  your  meeting  on  July  18  you  will  be  able  to  advise 
us  that  you  can  reinstate  PR-28  over  the  distribution  of  steel. 

Sincerely  yours, 


Wright  Patman,  Chairman, 


July  30,  1946. 

Hon.  J.  D.  Small, 

Administrator,  Civilian  Production  Administration, 

Washington  25,  D,  C. 

Dear  Mr.  Small:  Mr.  Crost  of  our  staff  has  informed  me  of  his  conversation 
this  morning  with  Mr.  John  Houston  concerning  the  reinstitution  of  PR-28  over 
the  distribution  of  steel. 

It  is  my  understanding  the  CPA  is  prepared  to  announce  in  the  next  few  days 
the  reinstitution  of  PR-28,  but  wishes  to  make  any  ratings  given  valid  for  deliv- 
eries only  after  October  1.  Mr.  Houston  pointed  out  that  he  felt  it  was  desirable 
to  specify  that  ratings  w'ould  not  take  effect  until  after  October  1 because  of  the 
existence  of  direction  11  to  PR-1. 

I can  appreciate  the  interest  of  CPA  in  not  wanting  to  mislead  industry  as 
to  the  w'orth  of  ratings  given  under  a priority  regulation.  However,  I must 
remind  you  that  at  the  meeting  in  your  board  room  about  6 weeks  ago  you  indi- 
cated that  you  would  be  prepared  to  reinstitute  PR-28  as  soon  as  steel  rate 
reached  85  percent  or  better,  which  you  estimated  would  take  about  6 to  8 weeks. 

It  would  seem  to  our  committee  that  it  is  a simple  matter  to  carry  out  this 
commitment  now  without  danger  of  misleading  industry,  as  feared  by  Mr. 
Houston. 

Our  suggestion  would  be  that,  in  amending  PR-28  and  revoking  direction  13 
to  PR-1,  CPA  state  that  even  though  applications  for  ratings  will  be  accepted 
and  processed,  mills  would  not  be  required,  because  of  direction  11  to  PR-1,  to 
schedule  deliveries  sooner  than  October  1.  This  would  have  the  advantage  of 
making  it  possible  for  small  plants  to  get  rating  assistance  which  would  be  helpful 
to  them  in  obtaining  steel  during  August  and  September  at  warehouses.  It 
would  also  be  helpful  to  the  extent  that  steel  mills  would  be  willing  to  recognize 
ratings  given  during  the  third  quarter. 

Sincerely  yours, 


Wright  Patman,  Chairman, 


Civil  Production  Administration, 
Washington  25,  D,  C.,  Anoust  9,  1946, 

Hon.  Wright  Patman, 

House  of  Representatives,  W ashington,  D,  C, 

Dear  Mr.  Patman:  This  will  acknowledge  receipt  of  your  letter  of  July  30 
regarding  the  proposal  of  the  Civilian  Production  Administration  to  reinstitute 
assignment  of  CC  ratings  under  the  provisions  of  Priorities  Regulation  28  for  iron 
castings  and  steel  to  be  delivered  after  September  30,  1946.  This  proposal  has 
since  been  put  into  effect  through  the  issuance  of  direction  18  to  Priorities  Regula- 
tion 28,  of  which  I am  attaching  a copy  for  your  information. 

The  point  which  you  raised  in  respect  to  making  this  change  effective  imme- 
diately instead  of  for  the  fourth  quarter  was  given  serious  consideration  by  our 
Steel  Branch  and  Priorities  Bureau  and  was  also  discussed  by  the  CleaVance 
Committee  prior  to  the  issuance  of  directiop  18. 

I would  like  to  summarize  the  reasons  which  led  to  this  decision.  As  you 
know,  the  steel  industry  has  made  very  rapid  strides  in  its  recovery  from  the 
effects  of  the  steel  and  coal  strikes  earlier  this  year,  but  the  high  rates  of  produc- 
tion publicized  represent  output  in  terms  of  ingots  and  not  of  finished  steel 
products.  There  hac  been  a lag  of  several  weeks  between  the  production  level  of 
ingots  and  the  production  level  of  finished  products  because  the  coal  strike 
resulted  in  a severe  depletion  of  steel  in  process  and  in  working  inventories  which 
had  to  be  made  up  before  normal  deliveries  could  be  resumed.  This  considera- 
tion was  a major  factor  in  our  development  of  the  very  limited  steel  assistance 
plan  for  the  third  quarter,  with  which  you  have  been  acquainted  in  previous 


I 


362 


ECONOMIC  CONCENTRATION  AND  MONOPOLY 


letters,  and  it  was  not  felt  that  the  facts  warranted  a change  in  that  plan  before 
the  fourth  quarter. 

You  will  also  recall,  however,  that  this  third  quarter  plan,  although  limited  to 
applications  from  producers  of  items  highly  critical  in  the  veterans*  emergency 
housing  program  and  for  harvesting  this  year*s  crops,  also  requires  that  steel 
producers  make  shipments  to  warehouses  in  amounts  equal  to  the  quantities 
delivered  for  this  purpose  during  the  fourth  quarter  of  1945,  which  was  the 
highest  rate  of  such  deliveries  in  the  history  of  the  industry.  This  step  was  taken 
by  the  Civilian  Production  Administration  to  assure  supplies  of  steel  for  small 
firms  which,  in  general,  purchase  from  w^arehouses  and  not  directly  from  mills. 

Another  factor  which  influenced  the  decision  is  the  lead  time  required  between 
the  receipt  of  an  order  by  a mill  and  the  date  of  delivery  of  the  finished  product. 
Even  on  rated  orders  this  lead  time  is  generally  60  days,  and  consequently  any 
ratings  issued  during  August  would  not  result  in  steel  deliveries  until  after  the 
start  of  the  fourth  quarter.  From  a practical  standpoint,  therefore,  and  to  avoid 
confusion,  it  was  decided  to  make  the  change  effective  for  deliveries  in  the  fourth 
quarter.  This  will  permit  applicants  to  make  requests  for  assistance  during 
August  and  September,  but  if  granted,  the  ratings  will  provide  steel  after  Septem- 
ber 30. 

Considering  all  of  these  facts,  I think  you  will  agree  that  the  course  of  action 
which  w^e  have  taken  is  the  proper  one. 

Sincerely, 

J.  D.  Small,  Administrator, 

Enclosure. 

Dir.  18  to  PR  28 
Aug.  6,  1946 

CIVILIAN  PRODUCTION  ADMINISTRATION 

Part  944 — Regulations  Applicable  to  the  Operation  of  the  Priorities 

System 

[Priorities  Regulation  28,  Direction  18] 

IRON  CASTINGS  AND  STEEL  FOR  URGENTLY  NEEDED  HOUSING  ITEMS 

(a)  What  this  regulation  does.  During  the  fourth  quarter  of  1946,  most  con- 
sumers of  iron  castings  and  steel  should  be  able  tb  obtain  adequate  supplies,  and 
the  emergency  assistance  under  Directions  12  and  13  to  Order  M-21  will  not  be 
required.  Authorizations  for  merchant  pig  iron  will  be  given  under  Direction 
13.  The  steel  industry  will  give  special  consideration  to  the  requirements  of 
famine  relief  and  the  production  of  farm  machinery  and  the  orderly  distribution 
of  steel  by  warehouses. 

CC  ratings  will  be  assigned  under  the  regular  provisions  of  Priorities  Regula- 
tion 28  for  iron  castings  and  steel  to  be  delivered  after  September  30,  1946.  This 
limited  assistance  should  insure  the  minimum  needs  of  all  industries,  including 
the  need  of  manufacturers  of  critical  products  listed  on  Schedule  I to  Priorities 
Regulation  28.  However,  the  manufacture  of  certain  products  required  by  the 
Veterans*  Emergency  Housing  Program  must  be  expanded  significantly  in  the 
fourth  quarter.  In  addition,  the  requirements  of  these  products  for  light  gauge, 
hot  and  cold  rolled  and  galvanized  sheet  will  be  quite  heavy.  Consequently,  to 
insure  an  orderly  expansion  of  manufacture  to  the  greatest  extent  possible,  and 
in  order  to  permit  mills  to  schedule  production  in  the  most  effective  manner,  this 
direction  provides  for  the  assignment  of  CC  ratings  on  one  application  for  all  the 
iron  castings  and  steel  required  for  the  production  of  each  of  these  products 
during  the  fourth  quarter. 

(b)  How  to  apply.  A manufacturer  of  any  product  listed  in  paragraph  (e) 
below  should  apply  to  the  Civilian  Production  Administration  on  Form  CPA-4491 
on  or  before  August  15,  1946.  Separate  applications  must  be  made  for  each 
product  or  product  group  listed  below.  The  applications  must  be  for  only  the 
amounts  of  iron  castings  and  steel  to  be  actually  put  into  process  in  the  production 
of  the  product  during  the  fourth  quarter.  CC  ratings  for  iron  castings  and  steel 
will  not  normally  be  assigned  for  increasing  inventories,  and  when  assigned  will 
be  less  than  the  amounts  permitted  by  Priorities  Regulation  32.  The  CPA  may 
assign  CC  ratings  for  iron  castings  and  steel  required  for  these  products  if  it 
determines  that  such  ratings  are  necessary.  CPA-4491  forms  may  be  obtained 
at  CPA  Field  Construction  offices. 

(c)  Restrictions  on  use  of  rating,  (1)  A manufacturer  who  has  been  assigned 
ratings  on  Form  CPA-4491  may  not  rate  for  delivery  in  any  one  month  of  the 
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fourth  quarter  more  than  45%  of  the  iron  castings  or  steel  he  is  authorized  to 
rate  on  Form  CPA-4491. 

(2)  The  CC  rating  assigned  on  Form  CPA-4491  may  be  used  only  to  place 
orders  wdth  the  usual  supplier  or  suppliers  indicated  on  that  form  in  accordance 
with  his  usual  purchase  pattern,  unless  otherwise  authorized  by  CPA. 

(d)  Certification.  (1)  Any  manufacturer  using  a CC  rating  assigned  on  Form 
CPA-4491  to  obtain  steel  must  place  on  his  order  the  following  certification 
signed  manually  or  as  provided  in  Priorities  Regulation  7. 

I certify,  subject  to  the  penalties  of  Section  35A  of  the  United  States  Criminal 

Code  that  I will  use  these  iron  castings  or  steel  to  make (specify  one  or 

more  of  the  end  products  listed  in  paragraph  (e))  and  that  the  tonnage  covered 
by  this  order  together  with  all  orders  rated  CC  placed  with  other  producers  and 
distributors  for  use  in  these  products  are  not  in  excess  of  the  quantity  of  such 
iron  castings  or  steel  w^hich  I am  authorized  to  rate  under  the  provisions  of  Direc- 
tion 18  to  Priorities  Regulation  28. 

The  standard  certifications  of  Priorities  Regulation  3 and  Priorities  Regulation 
7 may  not  be  substituted  for  this  certification. 

(2)  Canadian  purchasers.  In  the  case  of  a Canadian  purchaser,  the  following 
certification  should  be  placed  on  the  order  signed  manually  or  as  provided  in 
Priorities  Regulation  7; 

**The  undersigned  purchaser  certifies,  subject  to  the  penalties  of  Section  15  of 
the  Canadian  Wartime  Industries  Control  Regulation,  to  the  seller,  to  the  Cana- 
dian Priorities  Office,  and  to  the  Civilian  Production  Administration  that  he  will 
use  this  steel  only  to  make  and  that  the  tonnage  covered  by  this  order 

together  with  all  tonnages  placed  with  other  producers  on  orders  rated  CC  is 
not  in  excess  of  the  quantity  of  such  iron  castings  or  steel  which  he  is  authoiized 
to  rate  under  the  provisions  of  General  Instruction  Letter  No.  68  and  Direction 
to  Priorities  Regulation  28,  and  that  the  end  product  will  be  sold  only  in  accord- 
ance with  the  terms  of  that  letter.** 

(e)  List  of  products.  Manufacturers  of  the  following  items  of  types  suitable 
for  low-cost  housing  may  apply  on  Form  CPA-4491  as  described  in  this  direction: 

Items 

Bath  tubs 

Radiation  (convector  and  cast  iron) 

Furnaces,  warm  air,  including  floor  and  wall  furnaces 

Furnace  pipe,  fittings  and  duct  w'ork 

Lavatories 

Registers  and  grilles  for  heating  systems 

Sinks  and  sink  and  tray  combinations,  including  under-sink  cabinets 
Wiring  devices,  electrical  of  the  following  kinds  only: 

(a)  Outlet  and  switch  boxes 

(b)  Box  connectors 

(c)  All  current-carrying  devices 

Builders  hardware  of  the  following  kinds  only: 

(a)  Butts,  hinges,  and  hasps 

(b)  Dooi  locks  and  lock  trim 

(c)  Sash,  screen,  and  shelf  hardware 

(d)  Night  latches  and  deadlocks 

(e)  Spring  hinges 

(f)  Sash  balances  and  sash  pulleys 
Low-pressure  boilers  of  residential  heating  type 
Screw'ed  pipe  fittings  in  the  following  classes: 

(a)  Gray  cast  recessed  drainage,  2 in.  and  under 

(b)  Gray  cast  steam  fittings,  3 in.  and  under  (125  lbs.  S.  W.  P.) 

VC)  Malleable  fittings,  including  unions,  2 in.  and  under  (150  lbs.  S.  W.  P.) 

Issued  this  6th  day  of  August  1946. 

Civilian  Production  Administration, 
By  J.  Joseph  Whelan,  Recording  Secretary. 


Hon.  John  D.  Small,  September  23,  1946. 

Administrator,  Civilian  Production  Administration, 

Washington,  D.  C, 

Dear  Mr.  Small:  Your  letter  of  August  15  indicates  the  policy  decisions  made 
in  connection  with  the  restoration  of  standard  PR-28  priorities  assistance  for 
steel. 

This  committee  would  appreciate  your  sending  us  the  following  information 
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concerning  all  CPA  541-A  applications  requesting  steel  which  have  been  received 

issuance  of  direction  18  to  PR-28  on  August  6,  1946: 

(1)  Name  and  address  of  the  applicant. 

(2)  Size  group— i.  e.,  0-100,  101-250,  etc. 

(3)  Disposition — denied  or  approved.  If  application  approved,  please  show 

tonn^e  requested  by  applicant  and  tonnage  authorized  for  rating  assistance 
ny  A. 

\ our  cooperation  in  furnishing  this  information  will  be  very  much  appreciated. 
Sincerely  yours, 

Estes  Kefadvek, 
Chairman,  Monopoly  Subcommittee. 


Civilian  Production  Administration, 

„ _ Washington  25,  D.  C.,  October  lA,  19A6. 

Hon.  Estes  Kefauver, 

House  of  Representatives,  Washington,  D.  C. 

My  Dear  Mr  Kefauver:  In  your  letter  of  September  23,  1946,  you  asked 
for  information  about  applications  on  CPA-541  A which  requested  steel  after  the 
issuance  of  direction  18  to  PR-28  on  August  6,  1946,  made  provision  for  this 
procedure.  The  att&ched  t&bul&tion  will  give  you  the  specific  inforniEtion  you 
nave  requested.^ 

In  addition  to  furnishing  you  with  these  figures,  I would  like  to  present  the 
following  analysis,  with  particular  reference  to  small  businesses,  i.  e.,  those  em- 
ploying less  than  250  persons.  Of  the  1,342  cases  received  by  CPA  through 
October  2,  1946,  under  the  amended  direction  18  procedure,  1,018.  or  75  oercent 
were  applications  from  small  businesses.  The  approvals  represent  total  author- 
ization of  29,728.6  tons  of  steel  and  castings;  80  percent  of  all  approvals  fall 
mthin  the  small-case  category.  About  200  cases  received  prior  to  October  2 
have  not  yet  been  processed  to  completion  but  of  the  1,125  issued  347  or  31 
percent  were  approved,  and  778  or  69  percent  were  denied. 

proportion  of  denials  is  deserving  of  some  explanation.  Under  PR 
28  criteria,  CPA  may  give  assistance  to  maintain  the  minimum  economic  rate  of 
operation  of  any  applicant  if  he  can  demonstrate  that  such  assistance  is  necessary. 
As  I mentioned  in  my  letter  of  August  15,  this  assistance  is  materially  more  liberal 
for  small  businesses.  The  issuance  of  directions  12  and  13  to  M-21,  however, 
undoubtedly  caused  concern  in  tne  minds  of  steel  consumers,  who  saw  possibilities 
of  large  numbers  of  ratings  for  critical  housing  products,  and  also  in  the  minds  of 
the  steel  producers,  who  anticipated  greater  impact  than  the  actual  program 
authorizations  created.  Added  to  this,  is  the  unprecedented  demand  for  light 
gage  sheet  and  strip  as  against  the  current  inadequate  capacity.  These  factors 
resulted  in  the  filing  of  a number  of  CPA— 541 A applications  by  persons  who  were 
not  sure  of  delivery  although  they  had  in  the  past  been  equitably  treated  under 
the  steel  industry's  voluntary  quota  plan.  Their  supposition  that  their  deliveries 
would  be  substantially  reduced  may  have  been  brought  about  by  the  unwilling- 
ness of  the  steel  producers  to  make  definite  commitments  for  deliveries  until  they 
had  received  the  rated  orders  for  the  programed  critical  products  and  could  gage 
the  impact  of  such  rated  orders. 

This  analysis  of  the  conditions  causing  the  filing  of  so  many  applications  was 
the  basis  for  our  unusually  high  rate  of  denial  of  the  first  700  applications;  almost 
all  cases  were  denied  with  a statement  that  * 'since  (programed)  ratings  under 
direction  IS  have  now  been  issued  by  CPA,  it  is  expected  that  normally  your 
supplier  will  now  be  able  to  establish  fourth  quarter  delivery  schedules."  Only 
those  applications  were  approved  which  clearly  demonstrated  inability  to  secure 
steel. 

The  same  sort  of  analysis  of  the  relationship  between  the  amounts  requested 
by  the  applicant  and  amounts  he  had  been  receiving  under  the  quota  system  of 
the  steel  industry  resulted  in  material  reductions  in  the  amounts  authorized  from 
amounts  requested  by  the  applicants. 

The  number  of  cases  resubmitted  requesting  reconsideration  has  been  com- 
paratively small  and  justifies,  I believe,  the  validity  of  our  analyses  and  actions. 

Sincerely, 

John  C.  Houston,  Jr. 

(For  J.  D.  Small,  Administrator). 

* Tabulation  not  reprinted. 
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PART  VII 


EXHIBITS— ORGANIZATIONS  AND  INDIVIDUALS  REPRE- 
SENTING BUSINESS,  LABOR,  AGRICULTURE,  VETERANS 
AND  THE  PUBLIC 


A.  REPLIES  TO  LETTER  OF  MONOPOLY  SUBCOMMITTEE  TO  40 

ORGANIZATIONS 

LETTER  OF  MONOPOLY  SUBCOMMITTEE 


October  17,  1946. 

Gentlemen:  The  Monopoly  Subcommittee  was  formed  on  June  7,  1946,  to 
investigate  the  effectiveness  of  the  Government's  program  to  combat  the  growth 
of  economic  concentration.  Very  extensive  investigations  have  already  been 
carried  out  and  it  w'as  planned  that  public  bearings  would  supplement  these  inves- 
tigations. We  had  hoped,  until  the  decision  was  made  last  w^eek  to  cancel  our 
hearings,  to  invite  a representative  of  your  organization  to  testify.  In  view  of 
the  cancellation  of  the  hearings  we  must  limit  ourselves  to  inviting  you  to  submit 


a written  statement. 

If  you  care  to  submit  a written  statement  we  would  request  that  you  include 
in  your  statement  specific  information  concerning  the  following  points: 

1.  Your  views  on  the  extent  and  present  seriousness  of  concentration  of 
economic  power. 

2.  What,  if  any,  official  stand  has  been  taken  by  your  organization  concerning 
monopoly  and  concentration? 

3.  What  action,  if  any,  has  been  taken  by  your  group  concerning  this  problem? 
A written  statement  from  your  organization  would  be  very  much  appreciated. 

We  should  receive  your  reply  by  November  1 if  it  is  to  be  considered  for  inclusion 
in  the  printing  of  our  report. 

Sincerely  yours, 

Estes  Kefauver, 
Chairman^  Alonopoly  Subcommittee, 


STATEMENTS  FROM  MAJOR  BUSINESS  ORGANIZATIONS 

National  Association  of  Manufacturers, 

New  York  20,  AT.  Y.,  November  1,  19Jf6, 

Hon.  Estes  Kefauver, 

Chairman,  Monopoly  Subcommittee, 

House  of  Representatives,  Washington,  D,  C. 

Dear  Sir:  This  is  in  response  to  your  letter  of  October  17  in  which  you  ask  us 
to  submit  a written  answer  on  three  points. 

The  first  point  is  our  “views  on  the  extent  and  present  seriousness  of  concen- 
tration of  economic  power." 

This  is  a subject  upon  which  our  research  department  has  devoted  an  enormous 
amount  of  time,  and  we  have  accumulated  a substantial  amount  of  information. 
Unfortunately,  this  information  and  our  interpretation  of  it  has  never  been 
brought  together  in  a single  document  adequate  for  presentation  to  your  com- 
mittee, and  since  you  asked  to  hear  from  us  by  November  1,  it  has  not  been 
possible  for  us  to  do  the  necessary  collating  and  editing  which  we  think  a paper 
submitted  to  your  committee  deserves.  If  you  can  give  us  additional  time  we 
shall  be  happy  to  go  ahead  with  the  preparation  of  this  material  and  submit  a 
written  report  to  you. 

Your  second  point  is  “What,  if  any,  official  stand  has  been  taken  by  your 
organization  concerning  monopoly  and  concentration?" 
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Upon  numerous  occasions  our  board  of  directors  has  expressed  its  opinion  on 
this  question.  The  following  are  typical: 

“We  oppose  any  monopoly  in  production,  distribution,  or  labor  which  restricts 
or  stifles  competition  and  which  imposes  a burden  of  unfair  high  prices  on  the 
consumer.  A well-informed  public  should  differentiate  between  mere  size  and 
monopoly'*  (Declaration  of  Principles,  1937). 

“American  industry  believes  in  competition  under  a system  of  private  enterprise. 
It  is  unalterably  opposed  to  all  monopolistic  conspiracies  in  restraint  of  trade. 
It  is  profoundly  convinced  that  no  system  of  over-all  statism  has  any  place  in  our 
national  life.  Under  a system  of  free  capitalistic  enterprise  where  individual 
responsibility,  private  property,  and  competition  prevailed,  individuals  have 
been  stimulated  to  produce  by  the  incentive  of  unlimited  reward”  (Declaration 
of  Principles,  1944). 

“Cartel  is  another  word  for  a monopoly  or  trust  which  restricts  competition 
and  thus  tends  to  raise  prices  to  consumers.  The  National  Association  of  Man- 
ufacturers stands  squarely  against  cartels  of  every  description,  both  private  and 
governmental.” 

“The  NAM  has  always  supported  and  advocated  competition — free,  competi- 
tive enterprise — as  a working  system  which  has  given  us  the  highest  standard  of 
living  in  the  world  and  which  offers  more  promise  than  any  system  ever  tried  in 
any  country.  It  has  opposed  and  will  continue  to  oppose  every  attempt  to 
restrict  freedom  of  opportunity  and  freedom  of  competition  in  our  domestic 
economy”  (board  of  directors,  April  27,  1945). 

Your  third  point  is,  “What  action,  if  any,  has  been  taken  by  your  group  con- 
cerning this  problem?” 

In  addition  to  continuous  work  on  the  statistical  aspects  of  this  problem, 
referred  to  above,  we  have  used  every  means  at  our  disposal  to  bring  our  thinking 
upon  the  problem  of  monopoly  and  concentration  before  our  members  and  the 
general  public.  This  has  been  done  through  all  the  media  which  are  available 
to  us  for  the  presentation  of  our  views  on  any  subject.  We  have  printed  numerous 
pamphlets  in  which  we  made  our  position  clear.  Our  officers  have  repeatedly 
urged  our  position  in  speeches,  and  in  our  advertising  we  have  never  failed  to 
present  the  strongest  case  we  could  for  competition.  Finally,  we  have  presented 
our  views,  whenever  the  opportunity  was  offered,  to  congressional  committees. 
For  example,  we  advocated  before  congressional  committees  the  passage  of  the 
small-business  bill  and  the  establishment  of  the  Smaller  War  Plants  Corporation. 
We  have  also  urged  Congress  to  remove  or  alleviate  difficulties  confronting  busi- 
ness, small  business  in  particular,  caused  by  such  policies  and  procedures  as  the 
undistributed-profits  tax,  the  graduated  corporation  income  tax,  and  excessive 
governmental  questionnaires. 

The  most  recent  example  of  our  continuing  interest  in  this  field  is  that  in  the 
past  2 weeks  we  have  given  extensive  publicity  to  an  address  denouncing  monopo- 
lies and  cartels  given  by  Mr.  Herbert  H.  Schell,  chairman  of  our  committee  on 
international  economic  relations. 

In  brief,  our  position  on  the  questions  which  your  committee  is  considering 
is  shown  by  the  statements  adopted  by  the  Congress  of  American  Industry  in 
1941  when  the  whole  issue  of  big  versus  little  business  was  brought  to  the  fore 
as  a result  of  the  defense  program.  It  was  our  position  at  that  time,  publicly 
stated,  that  defense  production  should  be  planned  in  such  a way  that  it  woulS 
cause  as  little  hardship  as  possible  to  the  civilian  population  and  to  those  small 
producers  not  directly  concerned  with  the  defense  program.  The  (Congress  of 
American  Industry  further  declared  that  these  small  companies  are  vital  to  our 
future;  that  the  jobs  of  millions  of  our  people,  not  only  at  present  but  in  the 
postwar  period  as  well,  depend  upon  their  survival;  and  that  the  destruction  of 
small  business  would  wreck  our  whole  economic  system. 

Sincerely  yours, 


Walter  B.  Wetsenburger, 

Executive  Vice  President, 


P.  S. — If  you  would  like  to  have  us  present  the  statistical  data  covering  point 
No.  1 , we  could  have  it  ready  in  a week  or  10  days,  if  you  will  advise  us  that  you 
want  it. 


Views  on  the  Extent  and  Present  Seriousness  of  Concentration  of 

Economic  Power 

The  National  Association  of  Manufacturers  has  been  asked  to  express  its 
views  on  the  extent  and  present  seriousness  of  concentration  of  economic  power 
As  this  is  clearly  a question  of  monopoly  versus  competition,  it  is  necessary  to 
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* begin  by  explaining  the  differences  between  the  two.  For  this  purpose  the 

association  submits  the  concerted  views  of  a group  of  economists  w'ho  prepared 
< this  document  as  a part  of  a forthcoming  book  on  economics  sponsored  by  the 
\ National  Association  of  Manufacturers. 

Not  since  the  late  TNEC  investigations  has  statistical  material  been  collected 
on  the  subject  of  concentration  of  economic  power  in  the  American  economy. 
As  these  findings  are  the  latest  available,  the  association  believes  it  proper  to 
submit  its  views  on  the  results  of  these  congressional  investigations.  Whether 
changes  have  taken  place  in  recent  years,  and  especially  during  the  war,  cannot  be 
determined  accurately  at  this  time.  However,  it  would  appear  that  recent 
trends  indicate  that  the  public  as  well  as  business  regards  a free,  competitive,  enter- 
prise system  as  the  soundest  and  most  efficient  means  of  producing  and  selling. 
Although  this  approach  is  in  complete  agreement  with  the  policies  of  the  National 
Association  of  Manufacturers,  the  association  is  not  in  a position  to  prove  that  all 
American  factors  of  production,  labor,  capital,  and  natural  resources  are  following 
these  principles.  For  instance,  it  is  quite  apparent  that  labor  is  less  inclined  than 
industry  to  accept  competition  rather  than  concentration  of  economic  power — • 
monopoly — as  its  guiding  principle.  The  extent  and  seriousness  of  this  con- 
centration of  power  need  no  further  amplification  at  this  time.  Yet  it  should  be 
obvious  from  the  viewpoint  of  national  economic  welfare  that  if  industry  (capital) 
adheres  to  the  principles  of  competition  so  should  the  other  factors  of  production. 
If  this  is  not  done  our  economy  will  be  faced  with  serious  rigidities  of  such  a nature 
as  to  make  it  difficult  for  our  free-enterprise  system  to  render  its  most  efficient 
service  to  the  public. 

COMPETITION  AND  MONOPOLY 


In  the  early  days  of  economic  discussion  the  terms  “competition”  and  “monop- 
oly” were  about  as  clear-cut  as  any  economic  terms  ever  can  be  and  when  they 
were  used  it  was  simple  to  understand  what  the  author  or  speaker  had  in  mind. 

That  situation  still  is  largely  true  insofar  as  the  public  at  large  is  concerned. 
Thus  if  you  ask  the  man  in  the  street  what  competition  means  he  can  tell  you 
without  difficulty  that  it  is  the  opposite  of  monopoly — that  it  means  that  there 
are  a number  of  producers  or  sellers  of  an  article  and  the  price  is  determined  by 
the  market  place  rather  than  by  the  producer  or  seller.  Competition,  to  the 
ordinary  person,  in  other  words,  means  that  price  is  not  determined  by  a single 
producer,  or  by  'all  the  producers  of  a given  article  working  in  concert,  while 
monopoly  means  that  price  is  controlled  by  a single  producer,  or  by  the  various 
producers  acting  as  a unit. 

Such  a conception  of  the  difference  between  competition  and  monopoly,  it  may 
be  granted,  leaves  much  to  be  desired.  Nevertheless  from  the  point  of  view  of 
understanding  the  so-called  monopoly  problem  of  the  United  States  today,  it  is 
possible  that  this  vague  concept  of  the  general  public  is  at  least  as  valuable,  and 
as  valid,  as  the  concept  which  has  been  developed  by  many  of  the  recent  writers 
on  this  subject.  This  is  true  because — and  this  is  not  said  for  any  derogatory 
purpose — the  concept  as  developed  by  these  modern  writers  is  so  refined  and  so 
technical  that  it  has  lost  almost  all  touch  with  the  realities  of  the  business  world. 
More  specifically  those  writers  have  defined  competition — “perfect  competition,” 
they  call  it — in  such  a way  that  in  actual  life  it  cannot,  or  in  any  event  does  not 
exist.  The  whole  economic  field,  thus,  is  thrown  into  the  category  of  monopoly, 
and  since  on  its  face  this  is  too  extreme  to  carry  conviction,  those  writers  devise 
a whole  set  of  new'  terms  to  indicate  various  degrees  of  monopoly.  For  those 
W'ho  sincerely  are  trying  to  think  their  way  through  the  problem  of  competition 
and  monopoly,  such  new^  terms  offer  little  or  no  assistance.  As  a first  step  in  the 
analysis  of  this  problem,  therefore,  it  is  w^ell  to  get  the  terms  clear,  and  to  make 
certain  that  they  are  defined  in  a way  which  is  an  aid  in  appraising  the  current 
situation. 

The  meaning  of  ^^competition'' 

First,  let  us  look  at  the  term  “competition.”  Under  w'hat  conditions  may 
it  properly  be  said  that  competition  exists? 

There  is  competition  when  two  or  more  independent  persons  or  organizations 
are  offering  identical  goods  or  services  for  sale.  Suppose,  for  example,  that  there 
are  two  grocery  stores  in  a particular  locality  which  carry  the  same  line  of  products. 
Now  clearly  these  two  stores  would  be  competitors  under  any  reasonable  definition 
of  the  term,  granting,  of  course,  that  they  are  owmed  by  different  persons  and  there 
is  no  agreement  or  “understanding”  between  the  owners.  And  this  w'ould  still  be 
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true  even  though  the  prices  charged  by  the  two  stores  are  identical  and  even  though 
® «ame  general  service  as  to  delivery,  credit,  and  so  forth. 

ti  this  IS  tru^if  there  is  competition  when  two  sellers  offer  identical  goods 
at  the  same  prices  and  give  the  same  nominal  special  inducements  in  the  wav 
of  service  and  credit  terms— what  is  it  specifically  that  distinguishes  competition? 
1 o answer  this  let  us  go  back  to  the  beginning  again.  Why  did  we  assume  in  the 
first  place  that  the  two  stores  are  competitors?  We  assumed  it  because  their 
ownership  IS  independent  and  there  is  no  agreement  or  “understanding”  between 
t e owners  ^jow  what  does  this  mean  in  practice  and  why  does  such  inde- 
pendence  of  ownership  lead  us  to  assume  that  there  is  competition  between  the 
two  stores.  If  we  can  answer  that  question  in  a wav  which  leaves  no  loopholes 
from  monop'ol^^  ^ delineating  just  what  it  is  which  distinguishes  competition 

The  answer  to  this  question  is  not  at  all  difficult.  What  this  independence  of 
ownership  means  in  practice,  and  the  reason  it  is  ail  important  from  the  point  of 
View  of  competition,  is  that  because  of  it  each  of  the  stores  is  free  at  any  time  to 
of  ability,  to  try  to  attract  more  customers  to  itself»  It  may’  do 
this  through  reducing  prices,  through  offering  better  services,  through  granting 
more  generous  credit  terms,  through  making  its  displavs  more  attractive  or 
through  any  of  a dozen  other  ways  that  might  attract  the  public. 

But  does  not  the  fact  that  the  two  stores  charge  the  same  prices  and  offer  the 
same  services  prove  tha,t,  although  in  theory  they  are  competitors,  in  practice  they 
are  ncithing  of  the  kind?  ?cot  at  all.  On  the  contrary,  it  may  mean  the  exact 
opposite.  Ihe  fact  that  there  is  nothing  to  choose  between  the  tw'o  as  to  prices 
and  services  means  simply  one  of  two  things:  First,  that  both  of  them  have  gone 
as  far  as  they  can  in  the  w^ay  of  prices  and  services  and  still  have  enough  left  over 
at  the  end  of  the  week,  or  month,  or  year,  to  make  it  worth  while  to  stay  in  business 
or,  second,  that  one  of  the  stores  has  reached  this  position  and  the  other,  even  if  it 
could  afl^ord  to  go  a bit  further,  decides  for  some  reason  that  it  is  not  w'orth  while 
to  do  so.  Ihis  reason  may  be  because  it  already  has  all  the  business  it  can  handle 
successfully  without  a substantial  further  investment,  or  because  it  believes  its 
aggregate  profit  will  be  larger  of  it  just  holds  the  present  volume  of  business  than 
It  would  be  if  It  attracted  a larger  volume  through  lower  prices  or  improved 
services,  or  perhaps  because  of  various  other  reasons. 

Under  either  of  these  circumstances  it  is  evident  there  is  competition  for 
competition  does  not  mean,  and  only  a most  distorted  concept  can  make  it 

continue  to  lower  prices  and  increase  his  services 
until  he  reaches  that  point  which  it  is  just  barely  worth  his  while  to  stay  in  busi- 
ness.  Competition  means  sifnply,  and  this  is  the  crucial  point,  that  there  is 
more  than  one  person  offering  a good  or  service  for  sale  and  the  terms,  price  and 
conditions  at  which  such  good  or  service  is  offered  are  determined  and  controlled 
solely  by  the  seller  acting  independently  of  other  sellers.  More  briefly  stated 
there  is  cornpetition  when  there  is  more  than  one  seller  and  each  is  free  to  deter- 
mine  the  price  and  conditions  at  which  he  will  offer  his  goods  or  services.  Whether 
in  the  exercise  of  this  freedom,  a particular  seller  undercuts  his  competitor’s 
prices  or  just  meets  them,  whether  he  offers  better  or  just  identical  service,  whether 
he  grants  more  liberal  or  just  the  same  credit  terms,  and  so  forth,  is  not  a test  of 
^ u*  competition.  They  are  mere  manifestations  of  various  forms 

which  competition  may  or  may  not  take.  The  only  true  test,  and  the  basic  dis- 
tinguishing  feature  of  competition,  is  whether  there  are  two  or  more  suppliers 

make  an  independent  decision  on  the  price  and  conditions  at 
which  they  will  offer  their  goods  or  services. 

The  meaning  of  **monopoly” 

Before  following  through  the  implications  of  this  elementary  concept,  let  us 
turn  to  the  question  of  what  constitutes  monopoly.  This  is  comparatively  simple, 
bince  competition  and  monopoly  cover  the  whole  field  and  all  business  falls  under 
one  or  the  other,  we  may  define  monopoly  as  the  opposite  of  competition.  In 
other  words,  inasmuch  as  there  is  competition  when  there  are  two  or  more  sellers 
who  independently  determine  the  price  and  conditions  at  which  they  will  offer  their 
goods  or  services,  then  it  follows  that  we  have  a monopoly  when  there  are  not 
two  or  more  sellers  who  make  such  independent  decisions.  In  positive  terms  this 
means  that  there  is  monopoly  whenever  there  is  only  one  seller  of  a given  article 
or  service,  or  if  there  are  more  they  act  as  a unit  rather  than  independently  in  the 
determination  of  the  price  and  conditions  at  which  they  will  offer  the  good  or 
service.  ‘ 
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The  ^*monopoly  problem** 

With  this  basic  distinction  between  competition  and  monopoly  clearly  in  mind, 
we  now  are  in  a position  to  examine  whether  it  is  monopoly  itself,  or  something 
that  propaganda  and  careless  analysis  confuses  with  monopoly,  which  is  contrarjr 
to  the  public  welfare,  and  which  in  reality  constitutes  our  “monopoly  problem. 

As  a means  of  getting  this  question  in  focus,  let  us  consider  some  simple  cases 
where  there  is  only  one  seller  who  determines  the  price  at  which  his  product  will 
be  offered  to  the  public.  A good  example  is  the  author  of  a book.  By  copy- 
righting his  manuscript,  an  author  establishes  his  right  to  exercise  complete 
control  over  the  terms  at  which  it  will  be  offered  to  the  public,  and  no  one  can 
take  his  manuscript  and  offer  it  to  the  public  without  the  author's  permission. 
Or  take  the  case  of  a professional  singer.  The  thing  such  a person  has  to  sell  is 
service — service  in  the  form  of  entertainment,  and  while  there  are  tens  of  thou- 
sands of  other  persons  who  also  can  sing,  none  of  them  can  exactly  duplicate 
the  voice  of  any  other.  Each  one,  therefore,  can  decide  the  terms  and  conditions 
at  which  he  will  perform  this  service. 

These  two  instances,  in  other  words,  are  perfect  examples  of  complete  monop- 
olies— one,  that  of  the  author,  resting  on  a legal  basis,  and  that  of  the  singer 
resting  upon  the  fact  that  no  one  else  can  offer  an  identical  item  for  sale.  In 
both  instances,  the  monopolist  is  in  a position  to  set  any  price  he  prefers.  The 
author  can  refuse  to  sell  his  book  for  less  than  $50  a copy,  and  the  singer  can 
refuse  to  perform  for  less  than  $1,000  a song.  Of  course,  no  one  may  be  willing 
to  pay  such  prices,  but  that  is  beside  the  point.  The  important  fact  is  that  these 
sellers  have  complete  ability  to  set  the  price  at  which  the  market  will  be  supplied 
with  their  products,  and  that  ability  means  they  have  a monopoly. 

Now  these,  of  course,  are  simple  examples  and  are  not  of  the  type  that  we 
] ordinarily  have  in  mind  when  we  think  of  monopolies.  But  just  because  of  their 

* simplicity  and  because  they  can  be  visualized  free  of  all  the  ramifications  of  a 

complicated  monopoly  situation,  they  serve  perfectly  to  bring  out  what  is  perhaps 
||  the  most  basic  point  of  all  in  a sound  appraisal  of  the  problem  of  competition  and 

f-  monopoly.  , . , . 

/ This  point  is  that  it  is  not  the  existence  of  monopoly  itself  which  is  contrary 

to  public  interest.  That  is  evident,  of  course,  if  one  looks  at  our  laws.  Since 
the  beginning  of  our  Nation,  we  have  made  legal  provision  for  the  creation  of 
monopolies  through  our  patent  and  copyright  laws.  And  this  has  been  done 
specifically  for  the  purpose  of  giving  those  who  have  a patentable  idea  or  an  item 
which  is  subject  to  copyright  the  ability  to  control  the  price  and  conditions  at 
which  they  will  market  their  product.  The  thought  has  been  that  in  this  way 
inventors,  designers,  and  writers  would  be  encouraged  to  use  their  talents  and  on 
balance  the  public  would  gain.  And  unquestionably  it  has  worked  out  that  way 
{ in  practice.  Because  there  has  been  the  possibility  of  having  a monopoly,  and 

J thereby  being  in  a better  position  to  profit  from  their  work,  literally  tens  of 

I thousands  of  persons  constantly  are  on  the  search  for  new  ideas  which  they  hope 

to  patent  or  copyright.  Furthermore,  because  of  this  protection  there  is  a 
disclosure  of  many  “trade  secrets"  which  otherwise  would  be  carefully  guarded 
and  hence  not  become  a part  of  that  vast  body  of  common  knowledge  upon  which 
further  progress  is  built. 

What  is  it,  then,  which  goes  under  the  name  “monopoly"  which  is  contrary  to 
public  welfare?  It  is  conspiracy  in  restraint  of  trade,  using  the  term  “conspiracy" 
to  include  all  contracts  and  combinations  entered  into  for  the  purpose  of  restrain- 
ing trade.  Stich  conspiracies,  as  will  be  explained  later  in  this  discussion,  may  arise 
' in  any  of  several  ways  and  may  take  any  of  several  forms.  The  objective  in  all 

cases,  however,  is  the  same.  This  is  to  enable  the  conspirators  so  to  control  the 
supply  of  a particular  good  or  service  that  they  can  fix  a price  which  will  yield 

[them  the  largest  possible  net  profit.  A price  fixed  at  such  a point  always  has  been 
known  as  a monopoly  price,  and  that  probably  is  the  principal  reason  for  the 
w’idespread  confusion  between  conspiracies  in  restraint  of  trade  and  monopolies, 
and  the  common  failure  to  recognize  that  the  so-called  monopoly  problem  has  its 
\ economic  and  social  significance  in  conspiracies  in  restraint  of  trade.  If  we  are  to 

\ solve  the  monopoly  problem,  therefore,  it  is  with  these  conspiracies  that  we  must 

r deal.  If  all  such  conspiracies  can  be  eliminated  and  our  economic  system  kept 

■ free  of  them  there  will  be  no  monopoly  problem.  There  will  be  no  monopoly 

problem  because,  although  we  will  still  have  many  monopolies  based  upon  patents, 
copyrights,  and  special  franchises,  we  will  have  no  monopolies  based  upon  con- 
spiracies, and  it  is  only  the  latter  which  are  contrary  to  public  welfare. 

The  purpose  of  the  following  pages  is  to  throw  this  fact  into  clear  perspective. 
We  begin  bv  discussing  the  function  of  competition,  as  seen  in  its  effect  on  prices 
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and  on  productive  efficiency.  Following  that  is  an  analysis  of  the  behavior  of 
inonopolies  and  their  effect  on  prices  and  productive  efficiency.  Next  is  a r4sum6 
of  some  of  the  methods  used  by  conspiracies  in  restraint  of  trade  which  have 
existed  in  this  country,  and  following  that  is  a summary  of  the  legal  attempts  we 
have  made  to  prevent  such  conspiracies.  The  final  section  is  devoted  to  a dis- 
cussion of  the  problem  as  it  exists  today  and  the  policy  which  should  be  pursued 
in  order  to  assure  its  successful  solution. 

Function  of  competition 

Freedom  of  competition  truly  is  one  of  the  basic  principles  underlying  the  in- 
dividual enterprise  system.  By  this  is  meant  that  without  such  freedom  it  is 
inconceivable  that  the  enterprise  system  could  long  exist,  and  as  this  freedom  is 
curtailed,  either  through  Government  action  or  conspiracies  in  restraint  of  trade, 

A greatest  assurance  it  has  that  its  interest  will  be  protected! 

As  a background  against  which  to  throw  the  behavior  of  monopolies  and  con- 
spiracies in  restraint  of  trade,  therefore,  let  us  look  in  some  detail  at  just  how 
competition  affects  prices  and  productive  efficiency. 

\\  e may  well  begin  such  an  analysis  by  returning  to  the  example  used  earlier 
of  two  grocery  stores  in  a particular  locality.  In  this  earlier  reference  we  as- 
sumed, for  the  purpose  of  bringing  out  the  basic  ingredient  of  competition,  that 
the  two  stores  charge  the  same  prices,  offer  the  same  quality  of  service,  grant  the 
same  credit  terms,  and  so  forth.  But  in  practice,  of  course,  this  is  never  exactly 
true.  In  general,  prices  may  be  about  the  same  in  two  stores,  but  there  almost 
certainly  will  be  differences  on  individual  items.  And  the  service  as  betw'een  the 
^o,  although  theoretically  it  may  be  the  same,  in  practice  will  certainly  differ. 
The  owner  or  clerks  or  delivery  boys  in  one  store  will  be  more  friendly  and  more 
courteous  than  in  the  other,  and  so  forth.  Or  the  manner  in  w’hich  the  goods 
are  displayed  will  be  more  pleasing  and  make  selection  easier  in  one  store  than  in 
the  other.  And  so  it  will  go  throughout  the  entire  relationship  of  the  stores 
with  their  customers— for  bear  in  mind  that  there  is  at  least  a potential  field  of 
comi^tition  in  every  single  phase  of  the  contact  betw'een  buyer  and  seller,  and 
that  is  why  both  can  stay  in  existence.  In  other  words,  because  of  the  differences 
in  tastes  between  customers,  what  pleases  some  will  have  no  appeal  to  others  and 
vice  versa. 

That  is  the  first  point  to  keep  in  mind  in  appraising  a competitive  situation. 
To  repeat,  there  may  be  competition  in  prices,  in  quality,  in  salesmanship;  in 
service,  in  credit,  in  courtesy,  in  packaging — in  brief,  in  any  phase  which  may 
possibly  influence  a potential  buyer  in  the  making  of  his  selection  of  what  and 
where  to  buy.  And  so  long  as  there  is  this  competition  it  is  impossible  for  a 
seller,  at  least  more  than  temporarily,  to  take  advantage  of  a buyer.  If  his  prices 
are  higher  than  those  of  another  seller  of  the  same  quality  merchandise,  or  if  the 
service  he  renders  is  not  as  satisfactory,  the  buyer  will  simply  transfer  his  trade 
to  that  seller  who  offers  better  bargains  and  gives  better  service. 

The  second  inajor  point  to  remember  in  connection  with  competition  is  that 
under  competitive  conditions  the  market  is  never  secure  for  a seller.  Even 
granting  that  through  sound  buying,  pricing,  and  distributing  policies,  a store  is 
able  to  build  a substantial  clientele,  its  worries  are  not  over.  This  is  because 
w^hen  there  is  freedom  of  competition  another  store  may  be  opened  at  any  time  and 
through  still  more  efficient  operations  take  the  clientele  away. 

This  aspect  of  competition  is  especially  irnportant  in  the  field  of  production. 
An  organization  may  work  for  years  developing  a process  for  producing  a given 
article,  only  to  have  everything  it  has  done  become  obsolete  almost  overnight  by 
someone  else  discovering  a still  more  efficient  method  for  producing  the  same 
article.  And  this  is  not  something  w'hich  just  may  happen.  It  is  a daily  occur- 
rence in  our  industrial  organization.  No  exact  figures  are  available  as  to  what  the 
monetary  loss  to  investors  is  because  of  this  element  of  obsolescence,  but  unques- 
tionably it  runs  to  many  millions  of  dollars  a year. 

Those  are  the  two  principal  aspects  of  competition  from  the  point  of  view  of 
operating  business.  Now  let  us  look  at  competition  briefly  from  the  viewpoint  of 
public  welfare.  From  this  approach  we  find  that  competition  serves  the  public 
in  the  following  ways: 

1.  It  tends  to  assure  that  goods  and  services  will  be  produced  and  distrib- 
uted at  the  lowest  possible  cost. 

2.  It  tends  to  assure  that  profits  will  be  held  to  the  minimum.  Tempo- 
rarily one  concern,  through  discovering  some  means  for  redflcing  costs,  may 
make  exceptionally  large  profits,  but  such  an  advantage  is  certain  to  be 
short-lived  as  a result  of  other  concerns  adopting  the  same  or  better  policies 
or  practices. 
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3.  It  tends  to  assure  that  the  energy  and  raw  materials  and  productive 
■capacity  of  the  Nation  will  be  used  for  providing  these  goods  and  services 
which  the  public  wants,  and  in  proportion  to  the  relative  demands  of  the 
public. 

4.  It  tends  to  assure  that  each  element  of  production  will  be  paid,  through 
wages,  rent,  interest  or  profits,  in  harmony  with  the  public's  estimate  of  the 
contribution  it  makes. 

5.  It  assures  that  a constant  effort  will  be  made  to  widen  the  choice  of 
goods  and  services  offered  the  publi^. 

6.  It  assures  that  a constant  effort  will  be  made  to  improve  the  attrac- 
tiveness of  goods  offered  for  sale.  Such  improvement  may  be  in  quality, 
in  price,  in  packaging,  in  supplementary  service,  or  in  any  other  manner 
w'hich  potentially  is  possible  of  influencing  public  choice. 

7.  It  assures  freedom  of  opportunity.  Anyone  at  any  time,  if  he  has  the 
necessary  capital,  can  enter  any  line  of  business  he  desires. 

8.  It  assures  free  and  continuous  progress  and  a gradually  improving 
scale  of  living,  through  the  production  of  more  and  more  kinds  of  goods,  of 
belter  and  better  quality,  at  prices  which  a larger  and  larger  proportion  of 
the  public  can  afford  to  pay. 

To  sum  this  all  up,  from  the  point  of  view  of  public  welfare,  competition  serves 
as  a regulator  and  reducer  of  prices,  as  an  incentive  to  improved  production 
•efficiency,  as  a guarantor  that  we  shall  get  what  we  want,  and  as  a protector  of 
the  freedom  of  opportunity. 

Monopoly  power  and  monopoly  price 

As  we  have  seen,  under  free  competition  there  is  a tendency  for  those  things  to 
be  produced  which  the  public  desires  and  in  the  quantity  which  these  desires  are 
backed  up  by  demand  in  the  market  place.  This  means  that  the  various  factors 
of  production,  land,  labor,  capital,  and  enterprise  will  be  allocated  in  the  economic 
system  in  that  way  which  will  most  nearly  satisfy  the  relative  demands  of  the 
public.  Under  conditions  of  monopoly,  however,  or  more  accurately,  when  there 
is  a conspiracy  in  restraint  of  trade,  this  equitable  distribution  of  the  factors  of 
production  does  not  necessarily  take  place.  This  is  because,  whereas  with  freedom 
of  competition,  the  factors  of  production  will  “flow"  to  any  field  where  the  demand 
results  in  an  unusual  rate  of  profits,  w^hen  there  is  a conspiracy  in  restraint  of  trade 
this  “flow”  is  prevented  by  those  already  in  the  field  in  order  to  “protect"  the  high 
rate  of  profit  resulting  from  the  monopoly  price  they  have  established. 

To  make  clear  how  this  w'orks  in  theory — in  actual  practice  it  is  never  so 
simple — we  may  use  a hypothetical  example.  Suppose  there  is  a firm,  or  group 
of  firms  acting  as  a unit,  which  makes  a particular  type  of  mechanical  pocket 
lighter  at  a total  production  cost  of  $1  each.  (For  simplicity  we  ignore  the 
customary  fact  that  as  production  increases,  the  cost  per  item  declines.)  Suppose 
further  that  an  aggregate  net  profit  of  $25,000  will  yield  a return  on  the  capital 
invested  that  is  at  least  equal  to  the  going  rate,  or  that  it  is  equal  to  the  average 
of  what  an  investor  could  get  if  he  put  his  funds  in  other  concerns.  And  suppose 
finally  that  the  demand  for  this  lighter  is  “elastic,"  that  the  lower  the  price  the 
more  the  public  will  buy,  with  the  result  that  w'e  find  the  following  situation  as  to 
costs,  sales,  and  profit: 


Price 

Number  which 
public  will 
buy 

Total  receipts 

Total  cost  of 
production  ($1 
each) 

Net  profit 

$1 

150,000 

$160,000 

$150,000 

$1.25 

100,000 

125,000 

100,000 

$25,000 

$1.50 

90,000 

135,000 

90,000 

45,000 

$2 

75,000 

150,000 

75,000 

75,000 

$2.50 

60,000 

150.000 

60,000 

90.000 

$3 

40,000 

120,000 

40.000 

80,000 

$4 

20,000 

80,000 

20,000 

60,000 

Now%  obviously,  in  these  circumstances  this  company,  or  group  of  companies, 
would  produce  only  60,000  of  the  lighters  and  would  fix  the  price  at  $2.50  each. 
This  would  be  done  because  with  this  production  and  price,  profits  would  be 
higher  than  would  be  the  case  with  larger  production  and  a low'er  price,  or  smaller 
production  and  a higher  price.  Under  competitive  conditions,  in  contrast,  there 
could  be  no  such  control  of  the  market  for  the  purpose  of  maximizing  profits. 
Rather — since  by  assumption  $25,000  aggregate  profits  are  “adequate" — there 
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would  be  100,000  of  the  lighters  produced,  instead  of  60,000,  and  they  would  be 
sold  for  $1.25,  instead  of  $2.50. 

Such,  in  theory,  is  thf*  way  monopolistic  conspiracies  in  restraint  of  trade  operate 
against  the  public  intprest.  As  noted  above,  in  the  actual  business  world  the 
determination  of  monopoly  price  is  never  as  simple  and  clear-cut  as  this  hypo- 
thetical example  makes  it  appear,  but  the  principle  is  as  outlined.  In  all  instances 
of  monopoly  price  there  is  a curtailment  of  the  supply  which  under  competitive 
conditions  would  have  been  offered  on  the  market.  The  purpose  of  such  curtail- 
ment is  to  obtain  a higher  price  than  would  be  possible  under  competitive  con- 
ditions. 

The  most  spectacular  and  objectionable  example  of  such  withholding  of  goods 
from  the  market  is  the  purposeful  dovstruction  of  the  commodities  concerned. 
This  has  happened  most  frequently  through  Government  action  with  consumers' 
goods  (e.  g.,  coffee),  but  it  also  has  occurr(^d  with  other  types  of  goods. 

Theoretically,  it  is  possible  that  the  price  actually  charged  may  be  low'er, 
because  of  large-scale  production,  than  would  have  prevailed  under  competitive 
conditions,  with  small-scale  production,  but  in  practice  that  certainly  is  the 
exception  rather  than  the  general  result. 

As  a rule,  how^ever,  conspiracies  in  restraint  of  trade  do  not  rest  upon  the 
destruction  of  commodities.  The  restraint  consists  simply  in  producing  a smaller 
amount  than  would  be  produced  under  competitive  conditions. 

It  is  important  to  note,  however,  that  the  mere  fact  that  a concern  does  not 
produce  to  the  limit  of  its  capacity  does  not  indicate  a monopolistic  restraint  of 
trade. 

There  are  many  reasons  for  producing  at  less  than  capacity.  For  example,  a 
firm  may  lack  the  funds  for  a larger  production.  Or  it  may  believe  that  employ- 
ment of  the  rest  of  its  available  funds  in  other  lines  of  business  will  be  more  ad- 
vantageous. Or  it  may  believe  that  additional  production  will  not  be  taken  at 
a price  that  would  permit  as  large  a total  profit  as  is  being  secured  from  the  quan- 
tity actually  produced.  Or  it  may  have  no  firm  orders  at  a profitable  price,  and 
because  of  the  individual  design  of  units  of  its  products  may  not  be  able  to  pro- 
duce without  orders  specifying  just  what  is  wanted. 

The  individual  consumer  under  monopoly  prices 

Under  competitive  prices  the  consumers  are  a compelling  influence  in  directing 
the  use  of  the  available  resources.  The  entrepreneurs,  the  capitalists,  and  the 
farmers  must  aim  at  supplying  the  market  with  the  commodities  most  urgently 
asked  for  by  the  consumers.  They  must  try  to  turn  out,  as  cheaply  and  as  well 
as  possible,  those  quantities  of  every  commodity  for  which  the  consumers  are 
ready  to  pay  most  liberally  in  comparison  with  the  cost  of  production.  There 
prevails  a tendency  to  bring  the  price  of  every  commodity  dowm  to  the  point 
w^here  the  price  is  equal  to  the  cost  of  production,  including  interest  and  man- 
agerial compensation.  The  substitution  of  monopoly  prices  for  competitive 
price  results  in  a deviation  of  production  from  the  lines  determined  by  the  free 
market,  where  suppliers  and  prospective  buyers  meet  on  equal  terms. 

The  reaction  of  the  individual  consumer  to  a monopoly  price  may  vary  wddely. 
It  mav  be  that— 

1.  In  spite  of  the  price  rise  the  individual  does  not  restrict  his  consumption 
of  the  commodity  concerned;  he  is  therefore  under  the  necesvsity  to  restrict  his 
purchases  of  other  commodities  which  he  deems  as  less  indispensable. 

2.  The  consumer  restricts  his  purchase  of  the  monopolized  commodity  to 
such  an  extent  that  he  does  not  spend  for  it  more  than  he  would  have  spent — for 
the  purchase  of  a larger  quantity — under  the  competitive  price. 

3.  The  consumer  restricts  his  purchase  of  the  monopolized  commodity  to  such 
an  extent  that  he  spends  less  for  it  than  he  would  have  spent  under  the  competi- 
tive price;  he  buys  with  the  money  thus  saved  goods  which  he  would  not  have 
bought  otherw  ise. 

4.  The  consumer  spends  more  for  the  monopolized  commodity  than  he  would 
have  spent  under  the  competitive  price  and  acquires  only  a smaller  quantity  of  it. 

In  all  cases,  how'ever,  the  satisfaction  of  the  individual  is  impaired  by  the 
monopoly  price.  In  other  words,  in  all  instances  he  w^ould  be  better  served  by 
competition. 

Free  enterprise  and  conspiracies  in  restraint  of  trade 

Monopolistic  conspiracies  in  restraint  of  trade  restrict  the  individual's  oppor- 
tunity to  enter  those  fields  of  economic  activity  in  which  he  could  succeed  best 
and  render  the  most  useful  services  to  his  fellow  citizens.  They  thus  curtail  the 
chances  of  the  rising  generation.  They  prevent  a busines.sman  operating  in  other 
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branches  of  business  from  adjusting  his  organization  in  the  best  possible  W'ay  to 
existing  market  conditions  by  expanding  it  into  a monopolized  field. 

The  idea  of  excluding  competitors  by  the  aid  of  Government  interference  is 
popular  nowadays.  It  permeats  the  policies  of  influential  labor  unions.  It  is 
at  the  bottom  of  all  plans  to  organize  industry  in  compulsory  bodies,  whether 
they  are  labeled  “self-government  in  industry”' or  “corporativism”  and  whether 
they  are  promoted  by  governments  themselves  progressive  or  Fascist.  The 
purpose  of  all  such  endeavors  is  to  return  to  the  privileged  inns  and  guilds  and  to 
the  chartered  companies  w'hich  in  the  centuries  preceding  the  evolution  of  modern 
industry  hindered  economic  improvement  and  technological  progress. 

A characteristic  outcome  of  this  anticompetition  spirit  were  the  endeavors  of 
various  local  interests  to  erect,  by  means  of  State  legislation  and  measures  of  local 
administration,  a substitute  for  interstate  trade  barriers.  It  is  one  of  the  most 
beneficial  provisions  of  the  Constitution  that  it  bars  the  way  to  all  such  “ reforms.” 
One  needs  only  to  compare  American  conditions  with  those  of  Europe  in  order 
to  appreciate  what  this  absence  of  interstate  barriers  means.  The  United  States 
is  the  w^orld's  largest  uniform  market.  Its  people  enjoy  the  advantages  of  large- 
scale  production  because  there  is  free  mobility  of  capital,  men,  commodities,  and 
services  within  the  country. 

Free  enterprise  is  the  antithesis  of  all  plans  to  protect  by  privilege  a less  efficient 
business  against  a more  efficient.  The  only  method  of  outstripping  a competitor 
which  complies  with  free  enterprise  is  to  produce  and  to  sell  better  and  cheaper 
products. 

American  conspiracies  in  restraint  of  trade 

Under  American  common-law  contracts  in  restraint  of  trade  are  void  and  hence 
not  enforceable  at  law.  For  most  of  our  national  life,  or  up  until  1890,  that  was 
the  chief  legal  protection  against  such  conspiracies.  Interestingly  enough,  too, 
in  the  early  days  it  proved  reasonably  effective.  This  w'as  not  because  such 
conspiracies  w^ere  not  entered  into.  On  the  contrary,  our  early  industrial  history 
is  replete  with  examples  of  producers  and  distributors  entering  into  pools  and 
agreements  and  arrangements  of  one  kind  and  another  designed  to  free  themselves 
of  the  pressure  of  competition  and  enable  them  to  establish  a monopoly  price. 

But  in  every  case  such  arrangements  proved  to  have  a short  life.  Alw-^ays  sooner 
or  later  one  of  the  participants  would  break  aw'ay  from  the  agreement  and  go  his 
independent  w^ay  on  the  theory  that  thereby  he  could  make  larger  profits  than  if 
he  stayed  in  the  group.  And  since  the  agreement  was  not  enforceable  at  law  there 
was  nothing  the  others  could  do  to  defend  themselves  from  the  activities  of  the 
independent  except  again  return  to  competitive  conditions.  So  it  happened  time 
after  time,  with  competition  in  the  long  run  always  winning  out. 

Then,  in  1882,  a new  form  of  conspiracy  in  restraint  of  trade  appeared  on  the 
scene,  a form  of  conspiracy  designed  to  get  rid  of  the  weakness  of  agreements 
which  were  not  enforceable.  This  was  the  “trust,”  a word  which  has  come  to  be 
used  in  this  country  to  designate  any  monopolistic  conspiracy  in  restraint  of  trade. 
The  first  use  of  the  “trust”  devise  w'as  by  Standard  Oil.  Under  this  plan  the 
stockholders  of  the  participating  companies  turn  their  stock  over  to  a central 
board  of  trustees  w ith  powder  to  vote  it.  After  the  assignment  of  the  stock,  then, 
the  participants  have  no  choice  but  to  accept  the  policies  of  the  trust. 

But  the  device  did  not  prove  to  be  nearly  as  clever  as  expected.  It  was  success- 
ful in  keeping  all  participants  in  line,  but  various  State  courts  immediately  began 
to  hand  down  unfavorable  decisions.  It  was  held  that  the  ordinary  machinery 
of  law  could  not  be  used  to  create  what  in  fact  w^as  a monopolistic  conspiracy.  It 
further  w^as  held  that  a corporation  which  thus  divested  itself  of  its  independence, 
by  its  stock  being  assigned  to  others  for  the  purpose  of  determining  policy,  thereby 
made  itself  subject  to  dissolution.  Under  the  impact  of  these  adverse  decisions 
the  device  quickly  lost  favor  and  by  1891  had  more  or  less  completely  disappeared, 
leaving,  as  indicated  above,  only  the  name,  plus  a greatly  aroused  public  opinion 
against  any  such  efforts  of  a group  of  companies  to  conspire  for  monopolistic 
purposes. 

The  next  development  w^as  the  holding  company.  Under  this  a corporation  is 
formed  which  acquires  at  least  a majority  of  the  stock  of  the  “participating” 
companies.  This  may  be  done  by  actual  purchases  of  the  stock  in  the  open  mar- 
ket, but  more  usually  an  exchange  is  w’orked  out  whereby  the  stockholders  of  the 
“participating”  corporations  turn  over  their  shares  in  return  for  stock  in  the  hold- 
ing company.  In  order  to  make  this  possible,  it  is  necessary  for  the  holding  com- 
pany to  have  the  right  to  buy  and  hold  the  stock  of  other  corporations,  and  that 
is  a right  which  only  can  be  conferred  by  the  State  granting  a charter.  This 
device,  thus,  had  its  foundation  in  a positive  legal  provision,  and  that  w^as  one  of 
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the  reasons  it  was  regarded  as  a certain  way  to  get  around  difficulties  of  the  trust 
agreement.  Vaiious  of  the  States — New  Jersey  being  outstanding — proved 
willing  to  grant  this  power,  and  the  trust  agreement  in  time  came  to  be  largely 
replaced  by  holding  companies.  For  example,  the  Standard  Oil  Trust  which  was 
dissolved  into  a community  of  interests  based  on  interlocking  shareholding,  was 
formalized  in  1899  by  the  organization  of  a holding  company.  The  Sugar  Trust 
also  was  replaced  by  a holding  company,  and  many  others  followed  the  same  path. 

At  first,  too,  it  appeared  the  hopes  of  those  using  the  holding-company  device 
as  a means  of  creating  a monopolistic  conspiracy  in  restraint  of  trade  would  be 
successful.  But  with  the  decision  of  the  United  States  Supreme  Court  in  the 
Northern  Securities  case  in  1904,  it  was  made  clear  that  this  was  not  true.  This 
decision  did  not  eliminate  the  holding  company  as  a type  of  industrial  organiza- 
tion, and  it  still  is  widely  used,  but  again  it  was  shown  that  in  this  country  even 
the  exercise  of  rights  conferred  by  the  States  does  not  provide  a legal  basis  for 
creating  monopolistic  conspiracies  in  restraint  of  trade. 

Last  of  the  devices  that  have  been  tried  in  this  field,  and  by  all  odds  the  hardest 
to  combat  legally,  is  the  formation  of  a single  corporation  into  which  all  the  par- 
ticipating concerns  are  completely  merged.  Under  a holding  company  each  of 
the  junior  corporations  remains  a legal  entity  and  presumably  continues  to  operate 
independently.  Under  a complete  consolidation  this  independent  identity  is  lost 
and  there  results  just  one  corporation. 

The  difficulty  of  combating  such  a corporation  legally  as  a device  for  creating 
a conspiracy  in  restraint  of  trade  is  that  exactly  the  same  device  is  constantly 
used  for  other  than  conspiracy  purposes.  We  have  such  consolidations  to  provide 
greater  efficiency  of  production,  to  facilitate  refinancing,  to  improve  marketing 
possibilities,  to  offer  a wider  range  of  goods,  and  for  scores  of  other  reasons,  ail  of 
which  are  legitimate  and  directly  in  the  public  interest.  Before  one  of  these 
consolidations  can  be  definitely  classified  thus,  it  is  necessary  to  determine  the 
real  intent  back  of  it,  and  such  determination  is  anything  but  easy. 

Legislative  attempts  to  prohibit  conspiracies  in  restraint  of  trade — the  Sherman  Anti- 
trust  Act 

As  noted  earlier  it  was  not  until  1890  that  a definite  legislative  attempt  was 
made  by  the  Federal  Government  to  prohibit  monopolistic  conspiracies  in  restraint 
of  trade.  In  that  year,  as  a result  of  a public  demand  which  had  been  whipped 
up  by  the  “trusts”  formed  in  the  preceding  few  years,  Congress  passed  the  Sher- 
man Antitrust  Act. 

This  act  gave  the  basic  policy  of  the  United  States  in  regard  to  monopolistic 
conspiracies  which  has  continued  to  this  day.  It  stated:  “Every  contract, 
combination,  ♦ * * or  conspiracy,  in  restraint  of  trade  or  commerce  among 

the  several  States,  * ♦ * ig  * * * illegal,”  and  “every  person  who  shall 

monopolize  or  attempt  to  monopolize,  or  combine  or  conspire  with  any  other 
person  or  persons,  to  monopolize  any  part  of  the  trade  or  commerce  among  the 
several  States  * ♦ * is  guilty  of  a misdemeanor  and  subject  to  both  criminal 

penalties  and  civil  liabilities.*' 

Under  this  act  a long  list  of  notable  cases  were  decided  by  the  Supreme  Court. 
The  leading  ones  up  to  1912,  because  of  the  importance  of  the  decisions  in  clarifying 
policy,  were — 

Trans- Missouri  Freight  Association  (1897) 

Joint  Traffic  Association  (1898) 

Addyston  Pipe  & Steel  Co.  (1899) 

Northern  Securities  Co.  (1904) 

Swift  & Co.  (1905) 

Standard  Oil  Co.  of  New  Jersey  (1911) 

American  Tobacco  Co.  (1911) 

Standard  Manufacturing  Co.  (1912) 

Union  Pacific  Railroad  Co.  (1912) 

For  the  student  of  monopolistic  conspiracies  in  restraint  of  trade,  all  of  these 
cases  and  many  others  are  matters  of  utmost  importance,  but  it  is  not  possible 
here  to  review  them  even  briefly.  Purely  as  an  example  of  the  problem  as  reflected 
through  such  combinations,  however,  it  will  be  enlightening  to  summarize  the 
history  of  one  of  them.  For  this  purj)ose  we  may  use  the  American  Tobacco 
Trust.  It  was  not  exceptional  in  any  particular,  and  on  the  whole  probably 
was  no  better  or  worse  than  any  of  a dozen  others  that  might  be  selected,  but  the 
record  here  is  exceptionally  clear,  both  in  the  manner  of  creating  the  monopolistic 
position  and  in  the  practices  followed  for  the  purpose  of  perpetuating  this  position 
once  it  was  attained. 
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An  example  of  conspiracy  in  restraint  of  trade — the  American  Tobacco  Co, 

Competition  was  particularly  keen  in  the  cigarette  field  in  the  early  stages  of  the 
formation  of  the  Tobacco  Trust.  In  fact,  the  Supreme  Court  later  called  this 
competition  “fierce  and  abnormal.”  The  first  unit  of  the  trust — the  American 
Tobacco  Co.  of  1890 — was  formed  by  the  fusion  of  five  leading  tobacco  companies. 
These  five  companies  had  produced  practically  90  percent  of  the  country's  total 
output  of  cigarettes  before  the  merger.  From  the  outset  a policy  of  expansion 
was  adopted  and  four  more  concerns  were  quickly  added  to  the  trust.  The  pro- 
gram w^as  shaped  in  such  a way  that  this  combination  of  companies  reached  into 
all  tlie  important  branches  of  the  tobacco  business  by  the  end  of  1891. 

A major  acquisition  of  the  trust  in  its  first  year  was  the  National  Tobacco 
Works  at  Louisville.  The  output  of  this  concern  was  confined  to  plug  tobacco. 
Industry  leaders  at  that  time  had  reason  to  believe  that  plug  tobacco  would  be  the 
leading  product  in  the  field.  In  the  preceding  decade  the  production  of  plug  and 
twist  tobacco  had  gone  up  85  percent  until  it  lepresented  nearly  a third  of  all 
tobacco  manufactured.  Moreover,  profits  in  this  line  were  exceedingly  high. 
However,  in  the  ensuing  decade  there  was  a strong  change  in  consumer  demand  as 
cigarettes  came  to  the  fore  and  the  gentle  art  of  chewing  tobacco  fell  into  low 
esteem.  In  the  next  10  years  the  output  of  plug  tobacco  show^ed  very  little  prog- 
ress. Nevertheless,  the  American  Tobacco  Co.  entered  into  a vigorous  campaign 
TO  secure  domination  of  the  plug  field  in  addition  to  its  established  position  in  the 
cigarette  business. 

The  precise  methods  adopted  by  the  Cigarette  Trust  in  thus  extending  its 
control  are  too  detailed  to  set  forth  in  this  brief  paper.  However,  it  may  be 
pointed  out  that  the  basic  control  of  the  cigarette  business  from  the  start  made 
it  easy  to  require  dealers  who  handled  the  trust's  cigarettes  to  handle  also  its 
new  plug  business.  Between  1891  and  1898  the  trust  increased  its  percentage  of 
the  country's  plug  output  from  3 to  23  percent.  Then  the  more  important 
independent  producers  capitulated  to  the  pressure  of  the  trust,  with  Liggett  & 
Myers  falling  in  line  in  the  spring  of  1899.  Thus,  the  plug  combination  was 
completely  dominated  by  the  Cigarette  Trust  interests  from  the  beginning.  Mr. 
J.  B.  Duke  was  president  of  both  the  American  Tobacco  and  the  Continental 
Tobacco  Cos.,  which  together  monopolized  the  field.  Most  of  the  directors  of 
Continental  Tobacco,  which  concentrated  on  the  plug  end  of  the  business,  were 
American  Tobacco  men. 

While  the  great  battle  for  the  domination  of  the  plug  field  was  progressing 
during  the  decade  just  before  the  turn  of  the  century,  the  Tobacco  Trust  was 
also  busily  extending  its  activities  in  the  cigarette  field.  Competitors  in  this  field 
developed  sufficient  strength  to  convince  the  leaders  of  the  combine  of  the  wisdom 
of  buying  them  in  before  they  became  too  troublesome.  In  addition  steps  were 
taken  to  perfect  control  over  patented  cigarette  machines.  By  1898  the  trust 
controlled  about  27  percent  of  all  smoking  tobacco.  Through  acquisition  of 
other  concerns  this  proportion  increased  to  54  percent  before  1900.  The  control 
of  smoking  tobacco  expanded  further  in  the  ensuing  decade  until  by  1910  it 
reached  76  percent  of  the  total  smoking  business.  This  smoking  business  was 
kept  primarily  in  the  hands  of  the  American  Tobacco  Co.  with  Continental 
dominating  the  plug  field  and  the  American  Snuff  Co.  dominating  the  snuff  field. 

The  American  Snuff  Co.  was  organized  in  1900  by  the  Tobacco  Trust  to  take 
over  the  business  accumulated  up  to  that  point  in  the  snuff  branch  of  the  field. 
Around  1898  the  trust  was  handling  only  6 percent  of  the  snuff  business  in  the 
country  but  a series  of  acquisitions  quickly  brought  this  proportion  up  to  32  per- 
cent of  the  snuff  business. 

These  percentages  clearly  indicate  that  other  large  producers  were  in  the  field. 
As  a matter  of  fact,  there  was  a great  combination  in  the  snuff  branch  of  the  busi- 
ness before  American  Snuff  was  organized  and  this  competing  combination  pro- 
duced 46  percent  of  the  total  output  in  the  United  States.  How'ever,  as  soon  as 
the  American  Tobacco  group  obtained  nearly  a third  of  the  snuff  market  the  stage 
was  set  for  a price  war  between  the  two  great  combinations.  For  a year  or  so  this 
price  war  was  vigorous,  and  then  the  combatants  concluded  that  there  were  no 
profits  in  such  tactics.  The  major  snuff  producers  then  got  together  and  formed  a 
combination  so  strong  that  in  its  first  year  it  controlled  80  percent  of  the  snuff 
outp\it.  By  1906  it  controlled  96  percent  of  the  snuff  output.  ' 

Up  to  1911  the  processes  of  combination  in  the  various  branches  of  the  tobacco 
industry  proceeded  unchecked.  Then  came  a dissolution  decree  by  the  United 
States  Supreme  Court.  The  Supreme  Court  declared  that  the  history  of  the 
combination  was  replete  with  acts  which  were  “demonstrative  of  the  existence 
from  the  beginning  of  a purpose  to  clearly  dominate  and  control  the  tobacco 
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trade,  not  by  the  mere  exertion  of  the  ordinary  right  to  contract  and  to  trade 
but  by  methods  devised  in  order  to  monopolize  the  trade  bv  driving  competitors 
out  of  business.  * ♦ ^ 

The  Supreme  Court  specified  a number  of  practices  which  mav  be  worth  while 
outlining  here: 

1.  Local  price  cutting,  that  is,  cutting  prices  in  a particular  area  just  long 
enough  to  destroy  competition. 

2.  Fighting  brands:  These  were  similar  to  items  which  today  are  termed 
‘‘loss  leaders.*'  Thus,  the  notorious  Battle  Ax  plug  was  virtually  given 
away  by  the  hundredweight  during  the  plug  war. 

3.  Bogus  independent  concerns:  Various  semblances  of  independent  com- 
panies were  set  up  by  the  trust  to  overcotne  the  hostility  to  the  trust  on  the 
part  of  labor  unions  and  the  consuming  public. 

4.  Special  agreements  with  jobb<?rs  involving  special  rebates  or  discouiKs 
and  sometimes  involving  the  boycotting  of  certain  independents. 

5.  Imitation  of  other  brands:  For  example,  the  trust  distributed  a Central 
Union  brand  free  to  dealers  so  that  they  could  undersell  the  United  States 
Tobacco  Co.  Union  leader. 

6.  Coupon  and  premium  systems:  These  were  an  indirect  method  of  price 
cutting. 

7.  Pressure  to  require  competitors  not  to  compete  for  a certain  period  in 
return  for  certain  payments  or  favors. 

8.  Utilization  of  cash  resources  to  subdue  a competitor  and  then  draw 
him  into  the  combination. 

Under  the  procedure  adopted  as  the  result  of  the  judicial  decree,  the  American 
Tobacco  Co.  drew  up  a plan  of  dissolution.  After  many  amendments  a final 
draft  was  worked  out  with  the  assistance  of  the  Attorney  (Jeneral  and  was  ac- 
cepted by  the  Supreme  Court. 

Under  this  plan  the  assets  of  the  trust  were  distributed  among  14  designated 
corporations.  On  the  surface  there  was  every  apjiearance  of  a division  which 
would  leave  no  individual  concern  in  a dominating  position  with  regard  to  the 
production  of  any  particular  product.  However,  the  cigarette  business  was  so 
divided  that  the  American  Uobacco  Co.  retained  33  percent  of  the  country's 

total  production,  I.orillard  retained  26  percent,  and  Liggett  & Myers  21  percent 

leaving  only  20  percent  for  all  other  concerns.  The  plug  business  was  distributed 
by  allotting  38  percent  to  Liggett  A Myers,  23  percent  to  the  American  Tobacco 
Co.,  and  15  pf^rcent  to  R.  J.  Reynolds.  These  three  companies  then  controlled 
76  percent  of  the  plug  business,  leaving  the  independents  24  percent.  The  snuff 
business  was  so  divided  that  only  8 percent  of  the  value  of  the  output  in  that 
branch  was  handled  by  independents  while  25  to  33  percent  was  in  the  hands  of 
each  of  the  three  successor  companies  in  the  snuff  business. 

Thus,  the  dissolution  decree  divided  up  the  tobacco  business  in  such  a wav 
that  the  major  successors  could  honestly  compete  with  one  another  if  they  so 
desired.  However,  it  is  a question  whether  the  securities  of  these  companies 
were  so  distributed  as  to  result  in  keen  competition  between  the  major  companies. 
It  seems  w^orth  while  to  cite  at  least  one  instance  of  redistribution  of  stockholdings 
in  this  connection.  It  has  been  observed  that  the  American  Tobacco  Co.  held 
two-thirds  of  the  stock  of  Reynolds  Tobacco  Co.  at  the  time  of  the  dissolution 
decree.  The  decree  required  American  to  divest  itself  of  these  shares.  The 
company  did  this  by  giving  these  shares  to  its  own  stockholders  as  a dividend. 

There  are  wide  differences  of  opinion  as  to  the  effectiveness  of  the  dissolution 
decree  m the  case  of  the  Tobacco  Trust.  President  Taft  at  that  time  stated  that* 
Not  in  the  history  of  American  law  has  a decree  more  effective  for  such  a purpose 
been  entered  by  a court  than  that  against  the  Tobacco  Trust."  On  the  other 
hand,  Mr.  Brandeis  was  of  the  opinion  that  “the  decision  of  the  United  States 
circuit  court  approving  the  plan  submitted  bv  the  American  Tobacco  Co.  is  in 
fact  a nullification  not  only  of  the  Sherman  law  but  of  the  decision  of  the  Supreme 
Court  of  the  United  States.” 

The  Clayton  and  Federal  Trade  Commission  Acte 

To  clarify  further  just  what  is  to  be  considered  a conspiracy  in  restraint  of 
trade,  to  help  business  to  understand  what  is  to  be  regarded  as  unfair  com- 
petition, and  to  meet  the  demand  of  the  still  aroused  public  opinion  that  some- 
thing more  be  done  to  free  and  protect  our  economy  from  the  continued  growth 
of  trusts,  Congresss,  in  1914,  passed  two  additional  acts  to  supplement  the  old 
Sherman  Act. 
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First  of  these,  the  Clayton  Act,  attempted  to  lay  down  specific  prohibitions 
which  are  to  apply  if  they  “substantially  lessen  competition.”  Tiiese  are; 

1.  Price  discrimination, — It  was  provided  that  a seller  cannot  charge  different 
prices  for  the  same  goods.  (This  provision  was  amended  in  1936  by  tlie  Robinson- 
Patman  Act  to  tighten  the  prohibition  against  differences  in  prices  which  lessen 
competition.  Differentials,  however,  are  allowed  if  they  merely  rotiect  variations 
in  costs  resulting  from  differing  methods  or  quantities  in  w’^hich  a comirmdity  is 
sold  or  delivered.  On  this  question  of  prices  it  should  also  be  nobnl  that  by  the 
so-called  Miller-Tydings  Act  of  1937  it  was  provided  that  resale  maintcnan:CO 
agreements  can  be  made,  except  between  competing  firms,  'whenever  such  agree- 
ments are  lawful  under  State  laws.) 

2.  Exclusive  dealing  contracts. — It  was  provided  that  a selleT  may  not  requires  a 
buyer,  as  a condition  of  sale,  to  refrain  from  using  or  buying  competing  produefsj. 
For  example,  a manufacturer  of  tvpewTiters  ma\'  not  require,  as  a condition  of 
sale,  that  a dealer  shall  sell  only  a designated  kind  of  ribbons  or  par})er. 

3.  Acquisition  of  corporate  stock. — It  was  provided  that  no  corporatioa  engaged 
in  commerce  may  acquire,  directly  or  indirectly,  stock  of  anotlser  corporation 
likewise  engaged  in  commerce  when  the  effect  of  the  acquisjtum  would  b('  su!>- 
stantially  to  lessen  competition  between  the  parties  to  the  transaction. 

In  addition  to  the  foregoing  prohil)itions,  the  Clayton  Act  states  that“tlie  labor 
of  a human  being  is  not  a commodity  or  article  of  commerce.”  and  that  “mjthing 
contained  in  the  antitrust  law’s  shall  be  construed  to  forbid  the  existence  and 
operation  of  labor,  agricultural,  or  horticultural  organizations,  instituted  for  the 
jnirposes  of  mutual  help,  and  not  having  capita!  stock  or  conducbM  for  profit,  or 
to  forbid  or  restrain  individual  members  of  such  organizations  fn>m  lawfully 
carrying  out  the  legitimate  objects  thereof;  nor  shall  such  organizations,  or  tlie 
members  thereof,  be  held  or  construed  to  be  illegal  combinations  or  conspiracies 
in  restraint  of  trade,  under  the  antitrust  laws.” 

Apropos  of  this  provision  it  may  be  noted  that  while  the  labor  of  a human  tieir.g 
is  not  a commodity,  the  services  rendered  by  labor  must  be  ami  are  paid  for  like 
commodities. 

The  Federal  Trade  Commission  Act  passed  in  the  same  year  wks  fundamentatiy 
a “fatylitating”  act  designed  to  improve  the  enforcement  of  tlie  antitrust  statutes, 
or  more  accurately,  to  clarify  what  w^ould  be  considered  an  unfair  competitive 
practice  and  thus  provide  business  with  a better  understanding  of  what  it  may 
and  may  not  do.  This  act  provided  for  the  creation  of  a Federal  I'rado  Commission, 
to  replace  the  old  Bureau  of  Corjiorations,  and  empow  ered  the  (Commission  to  pre- 
vent the  use  of  “unfair  methods  of  competition  in  commerce  and  unfair  or  deceptive 
acts  or  practices  in  commerce.” 

The  act,  how'ever,  did  not  attempt  to  define  unfair  conifietition,  leaving  this  to 
the  Federal  Trade  Commission  and  the  courts.  If  the  Commission  thinks  that 
a competitive  practice  is  unfair  it  may  issue  a cease-and-desist  order  after  notice 
to  the  alleged  violator,  a hearing,  or  a decision.  If  the  resfiondent  neglects  or 
refuses  to  obey  the  order  the  Commission  must  apply  to  the  courts  for  an  enforce- 
ment decree.  The  appropriate  courts  have  jurisdiction  to  review  the  findings 
and  order  of  the  Commission.  It  has  been  the  policy  of  the  Commission  in 
many  situations  to  develop  codes  of  fair  practice  after  conference  with  the 
industries. 

Some  of  the  unfair  practices  outlawed  by  the  Commission  are  false  and  mis- 
leading advertising,  misbranding,  commercial  bribery,  trade  iioycotts,  making 
false  and  disparaging  statements  regarding  comjietitors,  the  use  of  mf-leading 
trade  names,  and  dishonest  selling  devices. 

Numerous  suggestions  have  been  made  that  the  Commission  l»e  given  authority 
upon  application  to  make  advance  determination  in  respect  to  contracts  betw'een 
competitors,  mergers,  trade  association  practices  and  the  like  in  order  to  enable 
businessmen  to  ascertain  w^hether  contemplated  action  will  he  a violation  of  the 
antitrust  laws.  The  practical  difficulties  of  such  a procedure  are  considerable. 
It  w^ould  not  be  easy  to  acquaint  the  Commission  with  all  the  details  of  a projected 
plan,  and  it  w'ould  scarcely  be  possible  in  any  event  to  oust  the  courts  of  jurisdic- 
tion. There  are  also  political  obstacles  in  the  way  of  entrusting  the  Commission 
with  a control  that  might  bring  it  into  conflict  with  the  Department  of  Justice. 

Legal  interpretation  of  what  constitutes  a conspiracy  in  restraint  of  trade 

As  already  indicated,  the  Sherman  Act  and  the  other  antitrust  laws,  as  Chief 
Justice  Hughes  once  remarked,  constitute  a charter.  Their  language  is  general 
and  make  no  attempt  at  the  formulation  of  a detailed  code  of  business  practio.es. 
One  must  learn  the  meaning  and  application  of  these  laws  by  an  examination  of 
court  decisions,  especially  those  of  the  Supreme  Court.  These  decisions  have 


i 


378 


KCOXOMIC  CONCENTRATION  AND  MONOPOLY 


dealt  with  many  aspects  of  restraint  of  trade  and  monopolies.  Some  decisions 
have  been  concerned  with  the  definition  of  commerce  and  especially  with  the 
determination  of  what  commerce  is  subject  to  Federal  jurisdiction.  There  have 
b(^n  decisions  involving  contracts  between  competitors,  trade  practices  involving 
^ller  and  buyer  but  affecting  competitors,  and  various  forms  of  common  action 
by  means  of  trade  associations  and  otherwise.  AVhile  it  is  impossible  to  reconcile 
the  re^sults  of  all  the  Supreme  Court  cas<;s,  much  less  the  language  of  the  opinions 
out  of  their  all  a fairly  consistent  body  of  legal  rules  has  emerged. 

It  should  be  noted  that  while  it  is  perfectly  true  that  the  existence  of  the 
antitrust  law  reflects  more  public  hostility  toward  large  corporations,  and  while 
the  size  of  I he  defendants  may  have  inlluenced  the  courts  in  some  instances  the 
Supreme  Court  has  categorically  rejected,  in  the  United  Steel  Corp.  and  other 
cases,  the  test  of  “bigness”  as  a determining  factor.  Furthermore,  in  spite  of  the 
recommendations  of  William  Jennings  Bryan  and  certain  economists,  Congress 
has  always  refused  to  amend  the  antitrust  laws  by  inclusion  of  any  arbitrary 
limitation  on  the  size  of  corporations. 

Perhaps  the  most  important  single  definition  by  the  Supreme  Court  is  that 
announced  in  the  Standard  Oil  case  to  the  effect  that  what  the  Sherman  Act 
prohibits  IS  unreasonable  restraints  on  trade.  This  was  the  rule  of  the  common 
law.  In  spite  of  the  fact  that  the  Sherman  Act  in  terms  condemns  “everv  con- 
tract or  combination  in  restraint  of  trade.”  the  Court  concluded  that  Congress 
could  not  have  meant  such  a drastic  addition  to  the  common  law.  It  does  not 
follow,  as  the  Court  stated  in  the  Trenton  Potters  case,  that  an  agreement  to 
fix  prices  is  a reasonable  restraint  of  trade  merely  because  the  prices  so  fixed  are 
reasonable.  Reasonableness  is  not  a definitive  concept.  Its  meaning  varies  in 
the  different  fields  of  law  because  it  is  a convenient  summary  of  the  dominant 
considerations  which  control  in  the  application  of  legal  doctrine.  It  seems  safe 
to  ^sert  that  any  contract  or  combination  among  competitors  to  fix  prices  will 
be  found  a violation  of  the  Sherman  Act. 

_ In  the  industrial  merger  cases  the  Oouvt  has  stressed  four  factors:  (1)  The 
intent  to  obtain  a monopoly;  (2)  the  method  bv  which  a degree  of  monopoly 
power  is  olitained;  (3)  the  extent  of  control,  and  (4)  the  manner  in  which  such 
control  as  has  been  acquired  is  exercise<l.  There  is  considerable  indication  that 
the  actual  policies  of  a powerful  corporation  will  be  given  the  greatest  weight 
in  determining  whether  or  not  its  activities  are  a violation  of  the  antitrust  laws 
It  IS  this  factor  that  has  given  rise  to  the  frequent  statement  that  the  Court 
distinguishes  between  good  and  bad  trusts,  that  is  between  aggregations  of  capital 
which  do  or  do  not  engage  in  predatory  jiractices. 

Walter  D.  Hines,  in  an  address  at  Columbia  University  in  1931,  thus  summarized 
the  Supreme  Court's  interpretation  of  the  Sherman  Act:  “The  Sherman  Anti- 
trust Act  of  1890  was  like  our  Constitution  itself,  an  expression  in  brief  terms  of 
living  jirinciples  to  be  applied  to  the  living  and  ever-changing  and  developing 
organisms  of  the  economic  and  political  life  of  our  people.  There  have  been  and 
there  are  still  going  on  profound  evolutionary  changes  in  the  character  extent 
and  efFecHvencss  of  competitive  methods  * * *.  Generally  speaking,  the 

bupreme  Court  has  looked  through  the  confusion  of  the  past  at  the  realities  of  the 
present  as  shown  by  the  facts  of  the  particular  case  before  it,  and  has  not  hesitated 
to  sanction  arrangements  which  (tested  by  current  economic  conditions  and  needs) 
have  applied  correctives  to  destructive  excesses  of  competition  while  preserving 
and  promoting  the  essential  principle  of  competition  under  conditions  where  it 
was  clear  that  the  purpose  or  effect,  instead  of  being  sinister  or  injurious  w'ill  be 
wholesome  and  really  promotive  of  the  removal  of  restraints  on  trade.” 

Cartels 

In  recent  years  an  increasing  amount  of  attention  has  been  devoted  bv  the 
American  public  to  the  problem  of  cartels.  The  term  “cartel”  is  used  to  signify 
various  types  of  voluntary  agreements  betw^een  independent  business  units  In 
present-day  discussion  of  the  monopoly  problem  the  use  of  the  term  is  restricted 
to  combinations  of  independent  enterprisiis  the  aim  of  which  is  to  obtain  monopoly 
power.  It  IS  joint  action  to  control  a market.  The  restriction  of  output  and 
salea,  necess^y  for  the  enforcing  of  a fixed  price,  is  accomplished  by  the  allocation 
of  quotas.  Thus  the  bu.siness  is  divided  among  the  members  of  the  combine. 

^ W ith  some  bulky  goods  in  the  marketing  of  which  transportation  costs  play  an 
important  role  the  establishment  of  local,  regional,  or  even  national  cartels  is 
possible  without  any  interference  from  the  Government.  With  other  commod- 
ities a combine  can  succeed  only  when^  some  institutions,  for  instance  tariffs 
insulate  the  monopolized  market  from  the  world  market.  ' ' 
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The  classical  country  of  the  modern  cartel  is  Germany.  Germany  was  for 
many  decades  committed  to  a policy  of  raising  production  costs.  The  Govern- 
ment's prolabor  policy  and  social  security  institutions  placed  a heavy  burden  upon 
i business.  The  labor  unions  succeeded  in  enforcing  money  wage  rates  far  above 
the  level  that  German  competitive  business  could  afford.  To  prevent  foreign 
plants  from  underselling  German  manufacturers  on  Germany's  home  market,  the 
' Reich  took  recourse  to  a protective  tariff. 

But  protection  is  efficacious  only  on  the  domestic  market.  It  did  not  in  itself 
provide  a. remedy  for  the  problems  of  German  export  trade.  As  Germany  is  short 
of  natural  resources  and  depends  on  the  importation  of  huge  quantifies  of  foreign 
raw  materials  and  foodstuffs,  it  must  export  manufactures  and  some  mining  prod- 
ucts like  coal  and  potash.  To  continue  such  export  in  spite  of  the  rise  in  produc- 
tion costs,  dumping  became  necessary.  The  tariff  provided  the  enterprisers  wdth 
the  incentive  to  enter  into  cartel  agreements.  They  sold  at  monopoly  prices  on 
t the  sheltered  domestic  market  and  used  a part  of  the  monopoly  proceeds  as  a com- 
pensation for  selling  abroad  below'  costs.  It  is  obvious  that  the  emergence  of 
German  cartels  was  not  an  outcome  of  the  spontaneous  evolution  of  economic 
factors.  The  German  Government  pretended  to  fight  against  monopoly  power. 
I In  fact,  however,  it  preferred  monopoly  to  competition.  If  the  enterprises,  in 
spite  of  the  incentive  offered  to  them  were  slow  in  forming  a cartel,  the  law  forced 
them  to  combine.  This  w^as,  e.  g.,  the  case  wdth  coal  and  potash.  The  Prussian 
Government,  in  its  capacity  as  owmer  of  large  coal  mines,  was  the  most  zealous 
member  of  the  coal  cartel. 

American  business,  by  and  large,  is  opposed  to  cartelization.  It  considers 
expansion  and  not  restriction  of  output  the  most  profitable  method  of  increasing 
total  net  profits.  The  experience  of  the  big  American  enterprises  clearly  proves 
the  correctness  of  this  statement.  The  most  successful  enterprises  were  tliose 
which  reduced  both  production  costs  and  sales  prices  by  expanding  output  and 
sales.  The  average  American  household  is  today  equipped  with  many  devices 
which  only  a few  decades  ago  w'ere  either  entirely  unknown  or  only  available  to 
wealthy  people. 

In  exporting  to  foreign  countries  American  business  is  under  the  necessity  to 
adjust  its  activities  to  the  conditions  prevailing  abroad.  This  means  in  many 
countries  and  in  many  branches  of  industry  cooperation  with  foreign  cartels. 
It  is  difficult  to  understand  why  such  cooperation  should  be  consirienHi  jjrejudicial 
to  American  interests.  The  exporter  should  not  be  handicapped  on  the  foreign 
market  by  laws  and  regulations  which  do  not  bind  his  foreign  cimipetitor  in  the 
same  degree.  Membership  in  foreign  cartels  should  be  free  and  legal  if  it  does  not 
interfere  with  selling  on  the  domestic  market. 

At  the  same  time  it  should  be  noted  that  if  there  exist  national  cartels  in  a good 
many  of  the  great  industrial  nations,  the  free  w’^orld  market  shrinks  to  a com- 
paratively unimportant  part  of  the  whole  world  market.  The  much  greater  part 
of  the  total  consumption  of  the  commodity  concerned  is  sold  and  bought  at 
monopoly  prices.  The  consumption  of  the  rest  of  the  world — most  of  them 
backward  countries  with  low'  standards  of  living — is  comparatively  insignificant. 
Then  it  is  not  too  difficult  for  the  national  cartels  to  come  to  an  amicable  arrange- 
ment concerning  the  open  market.  An  ii  ternBiional  cartel  l)ecomes  practicable. 

Government-made  cartels 

The  most  conspicuous  instance  of  government-made  cartels  are  those  inter- 
national treaties  which  the  International  Labor  Office  euphemistically  calls 
“intergovernmental  commodity-control  agreements.”^ 

The  preamble  of  the  rubber  agreement,  signed  in  London,  Mo,y  7,  1934,  by 
Great  Britain,  France,  India,  the  Netherlands,  and  Siam,  reads  as  follows:  “Con- 
sidering that  it  is  necessary  and  advisable  that  steps  should  be  taken  to  regulate 
the  production  and  export  of  rnblx^r  in  and  from  producing  countries  with  the 
object  of  reducing  existing  world  stocks  to  a normal  figure  and  adjusting  f>i  an 
orderly  manner  supply  and  demand  and  maintaining  a fair  and  equitable  price 
level  which  wdll  be  reasonably  remunerative  to  efficient  produc(*rs,  and  being 
J desirous  of  concluding  an  agreement  for  this  purpose  * * *.”  What  this 

j means  is  simply  that  the  agreement  is  aimed  at  a restriction  of  output  in  order 

^ to  substitute  a monopoly  piice  for  the  competitive  price. 

< Similar  intergovernmental  agreements  were  entered  into  w'itli  regard  to  many 

other  commodities,  e.  g.,  sugar,  tea,  beef,  coffee,  timber,  tin.  International 
• commodity  agreements  with  varying  degrees  of  governmental  sanction  of  par- 
ticipation concern,  moreover,  aluminum,  lead,  nickel,  zinc,  mercury,  nitrates, 
petroleum,  potash,  sulfur,  quinine,  and  raw'  silk.  It  is  w'orth  while  mentioning 
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cooperate  in  such  agreements  with  tlie 

Tliese  agreements  are  the  worst  instance  of  economic  nationalism  They  are 
not  only  an  economic  calamity.  They  engender  conflicts  between  nations  which 

orgi^SLatTon and  to  establish  an  effective  international 

Public  opinion  and  the.  problem  of  internnlional  cartels 

In  dealing  with  the  problems  of  international  cartels,  both  voluntary  and 
compulsory,  people  confuse  various  entirely  different  things:  First,  the  problem 
of  foreign  investoents  in  this  country  and  the  control  of  American  firms  by 

thlrdfJ^  of  foreign  dumping  on  our  domestic  market^ 

thirdly,  the  lelation  of  Ameiican  business  to  foreign  cartels  on  foreign  markets- 

Americaii'pub^  practices  of  foreign  cartels  concerning  the  supply  of  the 

Reliable  and  exhaustive  figures  concerning  the  total  amount  of  foreign  invest- 
ments  in  this  couiit.ry  are  not  available.  However,  all  experts  agree  that  foreign 
corporations  and  firms  controlled— on  the  eve  of  World  War  II— onlv  a neal  ' 
pble  part  of  American  production.  The  United  States  is  a creditor  nation.  Us 
foreign  investments  eclipse  by  far  foreigners’  investments  in  this  country  The 
w ar  has  considemlily  strengthened  America's  position  as  a nation  lending  and 
irnesting  abroad.  There  is  little  doubt  that  there  prevails  a tendency  toward 
a liquidation  of  foreigners^  holdings  of  American  securities  and  manufacturing 
e.stabiishuients.  Neither  British  nor  German  investments  will  in  the  future  nlav 
any  role  in  the  structure  of  American  business.  ^ ' 

However  that  may  be,  this  question  has  nothing  to  do  with  the  monopoly 
problem,  hether  or  not  the  United  States  should  adopt  a policy  restricting 
foreign  ownership  and  control  of  American  firms  is  a problem  of  i4  own  An 

unbind  invesfigatiou  of  the  underlying  issues  will  certainly  disclose  that  the 
problem  is  of  but  little  importance. 

The  second  problem  (foreign  dumping)  is  a problem  to  be  solved  by  the  tariff 
policy. 

The  third  problem  is  a delicate  problem  of  foreign  policy.  The  United  States 
IS  not  in  a pcisition  to  force  foreign  governments  to  abandon  their  cartelization 
‘i  pointed  out  above  that  American  exporters  must  adjust 

them  behavior  to  the  conditions  prevailing  in  the  areas  in  which  they  want  to  do 
nusiness.  I Ji©  present  state  of  international  law  entitles  every^  nation  to  en- 
courage the  foundation  of  cartels  or  even  to  impose  on  its  industries  comnulsor\- 
cartelization.  It  would  be  desirable  if  the  United  States  could  induce  forei»^h 
governments  to  change  their  anticompetition  policies.  However,  the  nrosnects 
of  such  a change  are  not  very  bright.  ^ * 

A realistic  investigation  of  the  fourth  problem  must  disclose  the  fact  that  the 
monopolistic  practices  of  foreign  countries  hurting  the  interests  of  the  American 
public  are,  as  a rule,  not  the  outcome  of  business  activities  but  of  deliberate  gov- 
ernment action.  The  governments  established  various  schemes  of  output 
restriction  and  priw  regulation.  The  undisguised  aim  of  this  policy  is  monopo- 
listic  aoinination  of  the  world  market  of  vital  raw  materials  and  foodstuffs  \s 
this  required  concerted  action  on  the  part  of  all  countries  producing  the  com- 
modity concerned,  the  nations  have  had  recourse  to  international  agreements 
It  IS  obvious  that  the  United  States  Government  should  use  all  methods  com- 
patible with  the  provisions  of  international  law  to  prevent  foreign  countries  from 
entering  into  agreements  so  highly  detrimental  to  vital  interests  of  this  country. 

Conclusion 

From  what  has  been  said,  it  will  be  observed  that  there  are  two  factors  in  the 
problem  of  competition  versus  monopoly;  one  is  price,  the  other  is  the  character 
of  the  goods  and  services.  Either  factor  might  be  fixed  by  Government  control 
or  by  con.spiracy,  while  competition  might  continue  as  to  the  other  element. 

Conspiracies  in  restraint  of  trade  become  more  easily  obvious  if  these  con- 
spiracies take  the  characteristic  of  price  fixing,  since  price  is  the  thing  easily 
observed  and  readily  understandable  by  any  observer.  It  may  seriously  be 
questioned,  however,  whether  conspiracy  to  fix  the  character  of  the  product  does 
not  more  heavily  lay  the  dead  hand  on  enterprise  than  does  even  price  conspiracy. 

Here  we  head  into  a perfect  illustration  of  the  way  in  which  agreement  between 
coiupetitors  may  either  stimulate  or  stifle  competition. 

Btandards  defining  the  characteristics  of  goods  and  services  in  a way  easily 
undensfandable  by  the  buyer  are  a great  aid  to  discriminative  purcha.sing  and 
hence  a .stimulus  to  competition.  Certification  may  further  advance  competition 
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as  to  quality  and  performance  which  still  would  preserve  the  characteiistic  of  free 
enterprise  even  though  price  were  fixed. 

On  the  other  liand  a standardization  which  presumes  to  say  what  quality  was 
to  be  produced  and  what  style  shall  be  followed  serves  definitely  to  limit  improve- 
ment in  the  character  of  goods  and  in  the  satisfaction  of  the  wants  of  the  con- 
sumer. * 

Industry  of  its  own  motion  and  for  the  purpose  of  promoting  fair  and  equitable 
competition  has  sought  standards  of  definition  as  to  quality  similar  to  the  quanti- 
tative standards  of  weights  and  measures.  This  has  proven  helpful  to  producers 
and  purchasers  alike. 

Bureaucrats,  on  the  other  hand,  have  tended,  seeking  in  good  faith  to  promote 
fair  competition,  to  advance  grade  labeling  in  ways  which  are,  to  say  the  least, 
subject  to  debate  and  which  some  hold  would  be  destructive  to  fair  competition. 

The  more  ardent  standardizers  would  go  even  further;  and,  if  some  authori- 
tarian body  prescribed  the  standards  of  excellence  and  performance  which  may 
be  produced  and  offered  to  the  public,  they  would  assume  in  the  extreme  that  there 
is  one  grade  of  a given  commodity  suited  to  any  and  all  conditions  of  use  and  to 
any  and  all  users.  The  obvious  effect  of  this  is  to  narrow  the  range  of  customer 
selection  and  to  prevent  progress.  The  point  is  that  standardization  of  definition 
and  criteria  of  measurement  is  an  aid  to  free  competition,  while  standardization 
of  performance  and  quality  offered,  whether  by  conspiracy  among  producers  or 
by  authoritarian  edict,  tends  to  monopoly  abuse.  Such  standardization  equally 
with  price  fixing  is  of  the  essence  of  a monopoly  position. 

The  substitution  of  a monopoly  price  for  a competitive  price  is  tantamount 
1o  a serious  restriction  of  the  working  of  the  most  characteristic  principle  of  the 
free-enterprise  system,  i.  e.,  of  the  sovereignty  of  the  consumers.  It  restricts 
output  although  such  a restriction  does  not  suit  the  wishes  of  the  public.  It 
secures  to  the  monopolist  an  extra  gain  which  is  not  derived  from  the  best  possible 
.satisfaction  of  the  needs  of  the  consumers.  With  regard  to  these  facts,  we  may 
say  that  monopoly  prices  are  abnormal  in  the  framework  of  a market  society. 

Public  opinion  is  correct  in  recognizing  this  and  criticizing  monopoly  prices. 
Public  opinion  is  not  correct,  however,  in  assuming  that  there  prevails  in  a 
system  of  individual  enterprise  a natural  tendency  toward  a progressing  sub- 
stitution of  monopoly  power  for  competition.  There  is  no  such  tendency*. 
Most  instances  of  monopoly  power  are  either  directly  or  indirectly  government- 
made.  Were  it  not  for  the  policies  of  various  governments,  there  would  exist 
some  local  and  regional  monopolies  but  only  rare  cases  of  national  and  still  less 
of  international  monopolies. 

If  a government  aims  at  establishing  the  conditions  required^or  the  appear- 
ance of  a monopoly  price,  it  is  driven  by  the  opinion  that  such  a monopoly  price 
is,  under  the  given  situation,  the  most  appropriate  solution  of  an  economic 
problem.  This  opinion  may  be  questioned.  But  it  is  nonsensical  to  attack  the 
monopoly  as  such  and  not  the  policy  which  results  in  the  creation  of  a monopoly. 

This  country  has  promulgated  laws  which  are  intended  to  prevent  the  forma- 
tion of  monopolies  and  trusts.  The  authorities  are  eager  to  enforce  these  laws. 
But,  on  the  other  hand,  the  United  States  is  a party  in  international  agreements, 
the  ostensible  purpose  of  which  is  monopolistic  restraint  of  output  and  trade  in 
essential  raw  materials  and  foodstuffs.  Moreover,  the  agricultural  policies  of 
the  New  Deal  were  unambiguously  directed  at  the  same  goal. 

The  outstanding  fact  which  we  must  keep  in  mind  is:  There  is  in  the  free 
enterprise  system  no  natural  economic  tendency  tow'ard  a general  substitution 
of  monopoly  power  and  monopolistic  restraint  of  trade  for  comp>etitive  prices. 


Chamber  of  Commerce  of  the  United  States, 

Washington  6,  D,  C.,  October  30 j 1946, 

Hon.  Estes  Kefauver. 

Chairman^  Monopoly  Subcommittee, 

Select  Co7nmittee  on  Small  Business, 

Washingtonj  D.  C. 

Dear  Mr.  Congressman:  We  are  very  appreciative  of  your  invitation  of 
October  17  to  submit  a written  statement  for  the  consideration  of  your  subcom- 
mittee. I am  inclined  to  doubt,  however,  whether  we  are  in  a position  to  contrib- 
ute substantially  to  the  information  developed  as  a result  of  your  investigations. 

As  you  may  know,  this  organization  throughout  the  period  of  its  existence  has 
advocated  and  worked  for  the  elimination  of  unfair  competitive  practices,  includ- 
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ing  of  course  practices  which  are  monopolistic  in  their  character  or  intent.  As 
stated  in  a policy  declaration  adopted  by  our  membership  in  1943: 

“The  chamber  has  a long  record  of  advocating  legislation  and  enforcement  of 
enactments  to  protect  all  business  enterprise  against  unfair  competition  in  all  of 
its  forms,  in  order  that  every  enterprise  may  have  its  opportunitv  to  succeed  in 
accordance  with  the  ability  of  its  management  and  the  value  of  the  products  and 
services  it  offers.” 

In  effectuation  of  this  long-standing  policy,  the  chamber  over  20  years  ago  gave 
its  endorsement  to  the  trade-practice-conference  program  initiated  by  the  Federal 
Trade  Commission  and  took  a very  active  part  both  in  bringing  this  program  to 
the  attention  of  businessmen  throughout  the  country  and  in  aiding  businessmen 
and  their  organizations  to  take  advantage  of  the  Commission’s  facilities  as  a means 
of  promoting  fair  competition  in  industrv  and  commerce. 

Moreover,  and  independently  of  the  Federal  Trade  Commission’s  program 
the  chamber  has  encouraged  and  assisted  trade  associations  and  local  chambers  of 
commerce  in  formulating  statements  of  approved  busine.ss  principles,  designed  for 
the  purpose  of  promoting  higher  standards  of  business  conduct,  not  only  com- 
petitively but  also  in  connection  with  the  relations  with  employees,  suppliers,  and 
distributors  and  with  the  public  generally.  All  of  our  activities  in  this  field  I 
need  scarcely  point  out,  were  initiated  in  the  interest  and  for  the  pre.servation'of 
the  smaller  independent  busine.ss  units  which  constitute  the  bulk  of  commercial 
and  trade  organization  membership. 

In  this  connection,  I might  call  attention  to  a declaration  of  policy  adopted  at 
the  chamber’s  annual  meeting  at  Atlantic  City  in  May  of  this  year,  e.xpressing 
opposition  to  the  recommendation  earlier  advanced  by' the  Fede'ral  Trade  Com- 
mission for  the  extension  of  the  provisions  of  the  Clayton  Act  to  apply  to  the 
acquisition  of  assets  as  well  as  corporate  stock.  Amendment  of  the  statute  as 
thus  proposed,  it  was  suggested,  would  not  only  place  undue  burdens  upon  cor- 
porate transactions  but  would  operate  to  the  detriment  of  small  business  concerns 
and  would,  therefore,  have  the  effect  of  increasing  rather  than  of  lessenin''’  the 
growth  of  economic  concentration.  ” 

Yours  very  truly, 

Henry  P.  Foweer. 


STATEMENTS  FROM  SMALL  BUSINESS  ORGANIZATIONS 


-American  In.stitcte  ok  Smaller  Ri  siness, 

Philadelphia  2,  F’a.,  October  2S,  1.94d. 

Select  Co.m.mittee  on  Small  Ri  siness, 

House  of  Nepresenla/ives,  Washington,  I).  C. 

(Attention  Hon.  Estes  Kefauver,  chairman.  Monopoly  Subcoininittec). 

Gentlemen:  Thanks  for  your  letter  of  October  17  relative  to  concentration  of 
economic  power,  to  which  you  require  a reply  before  November  1.  This  inslitiite 
has  not  had  opportunity  to  take  an  official  position  on  the  matter,  but  it  i-  niy 
belief  that  the  following  comment^;  would  be  con.sistent  with  the  views  of  our 
members: 

Your  letter  does  not  .state  the  kind  of  “economic  concentration”  which  the 
Government  program  jiroposes  to  combat.  Po.ssilily  vou  are  referring  to  the 
business  world.  It  is  difficult  to  see  evidence  of  anv  great  danger  from  this  .source 
under  conditions  which  have  .existed  during  the  fast  12  .vears.  Busine.ss,  large 
and  small,  has  hail  to  fight  for  survival. 

On  the  other  hand,  there  appears  to  be  a very  serious  danger  to  the  pre.-^ent  and 
future  welfare  of  this  country  from  the  concentration  of  economic  power  in  the 
hands  of  Government  and  in  the  hand.s  of  labor  unions. 

We  trust  it  is  the  purpo.se  of  your  committee  to  inve.stig.atc  and  report  on  means 
for  combating  these  two  very  serious  obstacles  to  the  restoration  of  satisfactory 
economic  conditions  in  the  United  States. 

In  this,  I feel  sure  \-ou  would  have  the  support  of  this  institute  and  of  the  great 
legion  of  men  and  women  in  smaller  business. 

Respectfully  yours, 

-American  Institute  of  S.maller  Business, 
Hor.\ce  C.  Knerr,  Chairman. 
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Xkw  CorxciL  OF  American  Business.  Inc., 

Washiyigton  6^  D.  C.,  November  194^, 

Hon.  PASTES  Kefauver, 

Chair7nan^  Mojiopoly  SnbcommitieCy 

Select  Committee  on  Small  BusinesSj 

House  of  Represeniatives,  Washington,  D.  C. 

Pear  Mr.  Kefauver;  The  New  Council  of  American  Business  is  honored  by 
your  invitation  to  submit  a statement  to  your  committee  on  its  views  “on  the 
extent  and  present  seriousness  of  concentration  of  economic  power. As  you 
know,  the  New  Council  of  American  Business  has  emerged  because  independent 
businessmen  are  alarmed  over  their  prospects  for  the  future.  They  are  alarmed 
by  the  growth  of  monopoly  in  the  United  States.  They  are  alarmed  by  mcnopoly^s 
attempts  to  influence  our  political  life  in  the  name  of  the  entire  business  com- 
munity. The  New  Council  of  American  Business  welcomes  this  opportunity  to 
present  to  your  committee  the  point  of  view  of  a large  segment  of  independent 
business.  We  are  including  suggestions  for  a positive  program  to  strengthen 
independent  business  and  the  competitive  enterprise  system. 

Our  statement  follows: 

The  fact  that  monopoly  business  dominates  the  economic  life  of  the  United 
vStates  has  been  well  documented.  Either  by  virtue  of  the  technology  inherent 
in  the  industry  or  by  the  ruthless  exercise  of  concentrated  economic  power, 
monopolistic  interests  toda}'’  control  banking  and  finance,  insurance,  transporta- 
tion, electric  power,  iron  and  steel,  nonferrous  metals,  chemicals,  electrical  equip- 
ment. farm  machinery,  meat  packing,  newspaper  publishing,  and  numerous  other 
industries.  The  pivotal  sectors  in  our  economy  have  come  almost  completely 
under  monopoly  domination. 

Their  resources  give  monopolistic  interests  the  power  to  control  the  remaining 
comi)etitive  sectors  of  our  economy.  Eight  financial  groups  own  two-thirds  of 
the  assets  of  nearly  half  of  the  250  largest  corporations.  In  1939  the  250  largest 
manufacturing  corporations  owned  65  percent  of  the  Nation^s  productive  facilities. 
They  expanded  their  control  during  the  war  with  the  help  of  Federal  funds  by 
managing  79  percent  of  the  privately  operated  war  plants.  By  1945,  63  of  those 
corporations  had  increased  their  working  capital  to  more  than  double  the  amount 
held  by  all  manufacturing  cor})orations  in  1939.  Theij  were  able  to  buy  the  assets 
of  94  percent  of  all  the  manufacturiny  corporations  in  the  United  States, 

It  is  a rare  business  in  the  United  States  today  wnich  is  not  at  the  control  of 
monopoly  at  some  stage  of  its  activity:  in  its  access  to  capital  funds,  in  building 
its  plant,  in  obtaining  machinery,  in  securing  raw  materials,  in  getting  parts,  in 
distributing  its  products,  or  in  its  access  to  markets. 

It  is  no  wonder  that  the  share  of  the  small  firms  in  the  total  net  manufacturing 
income  was  cut  by  one-half — from  23  percent  to  11.5  percent  between  1918  and 
1942.  It  is  no  wonder  that  the  number  of  business  enterprises  declined  during 
the  war  by  more  than  a half  million.  It  is  no  wonder  that  independent  business 
is  alarmed. 

Tlie  concentration  of  economic  power  has  reached  such  proportions  that  it 
])oses  crucial  problems  not  alone  for  the  surviving  independent  businessman  but 
for  the  entire  Nation  as  well. 

The  first  among  these,  and  perhajjs  of  greatest  interest  to  a congre.-^sional  in- 
vesHgating  committee,  is  the  political  influence  exercised  by  the  monopoly  groups. 
The  welfare  of  both  tlie  independent  businessman  and  the  public  at  large  is  en- 
dangered by  their  continuous  abuse  of  political  power.  Prevented  by  law  from 
making  contributions  to  political  candidates,  the  monopolies  have  instead  used 
their  moneys  to  obstruct  the  passage  of  progressive  legislation  after  the  repre- 
sentatives of  the  people  have  been  elected  and  to  vitiate  the  enforcement  of  the 
legislation  after  it  has  been  passed.  The  monopoly  trade  organizations,  purporting 
1o  represent  the  interests  of  the  entire  business  community,  hav'e  been  able  to 
throw  tlie  weight  of  business  opinion  against  the  very  legislative  measures  which 
would  at  once  protect  independent  enterprise  and  the  consuming  public. 

No  proposal  wliich  the  l)ig-business  organizations  have  opposed  reveals  more 
graphically  their  disregard  for  the  public  interest  and  for  the  future  of  competi- 
tive enterprise  in  the  United  States  than  their  recent  campaign  against  the 
extension  of  price  control.  Economists,  independent  businessmen,  and  con- 
sum'^rs  alike  were  agreed  that  the  relaxation  of  price  controls  in  the  immediate 
postwar  period  would  result,  only  in  an  inflationary  spiral  and  end  in  a disastrous 
i'ust.  It  will  mean  bankruptcy  for  thousands  of  businessmen  who  do  not  have 
the  staying  power  to  withstand  a depression.  It  will  mean  unemployment  for 
millions  of  workers.  It  will  mean  a collapse  of  prices  for  farmers.  Despite  This, 
tlie  monopoly-controlled  trade  associations,  backed  by  the  tremendous  resources 
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of  their  sensors,  destroyed  price  control  and  have  embarked  the  Nation  on  a 
course  to  nnancial  chaos. 

Nor  is  a-ny  principle  more  firmly  established  in  our  country  than  the  concept 
of  competitive  enterprise,  let,  since  the  passage  of  the  antitrust  acts  which 
were  enacted  to  protect  the  system  of  free  competition,  the  monopolies  have  used 
their  wealth  to  subvert  the  law  in  the  courts,  in  the  legislatures,  and  by  fnistratin.r 
Its  administration.  The  railroad  and  insurance  monopolv  interests  are  lobbviim 
even  now  to  emasculate  the  antitrust  laws  further,  while  other  monopolies-  are 
attempting  to  eliminate  the  few  aids  to  small  business  which  the  Federal  Cover-’- 
luent  now  renders. 

As  independent  businessmen,  we  know  that  our  very  survival  is  jeopardized 

b\  the  ability  of  monopoly  to  spend  vast  funds  in  opposition  to  the  interests  ol 
competitive  business. 

A second  area  in  which  monopoly  control  has  affected  our  economy  has  beint 
in  Its  restriction  of  economic  opportunii ies  for  the  Nation.  Afonopoiistic  inter- 
ests have  retarded  our  technological  development  bv  maintaining  artificially  high 
prices  and  by  suppressing  countles.s  new  inventions  through  their  abuse  of  pat- 
ents they  have  pn'vonted  a competitive  balanced  industrial  economv  from 
developing  in  the  South  and  in  the  West  by  their  use  of  the  basing-point 'svstem 
and  b\  discriminatory  freight-rate  differentials.  I'he  electric-power  monopolv 
in  particular,  has  frustrated  the  opening  of  opportunities  to  iiidcix-ndent  biisines.'^ 
throughout  the  country  by  opposing  thi-  development  of  vallev  authorities  such 
as  the  leniie.s.see  Valley  Authority.  Bv  its  sheer  economic  iveight,  monopolv 
in  the  I nited  States  has  tx>en  able  both  to  close  out  economic  opportunities  for 
the  independent  entrepreneur  and  to  hamper  the  Nation  in  its  industrial 
development, 

The  influence  of  monopoly  business  in  a third  ar(*a  assumes  particidar  signifi- 
cance now  as  the  people  of  the  I'nited  States  concern  themselves  with  establishing 
a I’asis  for  world-wide  peace.  American  monopolies  have  (*ndangered  our  foreign 
policy  in  the  past  through  their  agreements  with  cartels  abroad.  Thev  liave 
suppressed  industries  in  the  United  Stares  to  benefit  foreign  monopolies.'  The\ 
nave  divided  world  markets  among  themselves  to  prevent  competition.  Thev 
have  thwarted  the  industrial  develojunent  of  many  areas  in  the  world.  Todav 
the  monopolies  are  attempting  to  eliminate  the  iiideiiendent  businessman  froni 
the  expon  market  completely.  They  are  using  their  financial  }x>w('r  to  secure 
exclusive  control  in  many  new  areas  in  the  world.  Tlieir  demand  for  ‘Tree  trad<‘” 
not  only  results  in  tlie  exclusion  of  independent  business  from  the  export  field  but 
it  takes  a form  critieized  in  other  countries  as  ‘‘dollar  dii)!oinacv.^’  Hv  preventing 
the  development  of  luilanced  economies  abroad,  American  monopolv  is  dimini-hin.^^ 
the  opportunity  for  expanding  markets  for  lousinesses  in  the  United  States.  Hv 
using  its  financial  power  to  frustrate  the  ecoTiomie  acbancemeut  of  the  uuder- 

developed  regions  in  tlie  world,  jnonopolv  i,^  threatening  the  fo-andations  of  woiid 
peace. 

Probably  the  inost  profound  effect  of  monopoly  is  in  its  influenco  on  the  business 
cycle.  The  studies  of  the  Teiufjorary  Aationai  Economic  Commit te.e  show  that 
rnonopoly  was  at  the  root  of  tlie  depression  of  H)2h  and  contributed  to  the  recession 
of  193/.  During  1h<^  twenties,  tlie  monopolies  f‘xpandefi  their  eonirols  ov<‘r  our 
economv,  eliminated  comp/ditive  business  in  large  areas,  started  an  orgv 
speculation,  and  manipulated  the  price  strneture  so  as  to  secure  a maximum  profit 
for  themselves.  Their  manipulations  resulted  in  the  gravest  economic  crisis  in 
the  history  of  our  country.  Moreover,  monopolies  prolonged  and  aggravated  the 
depression  by  maintaining  tiuur  prices  at  artificially* high  levels.  They  were  tiuis 
able  to  squeeze  our  conip/ditiun  and  accelerate  the  concentration  of  ownersliip  of 
the  Nation's  wealth  in  the  hands  of  a few  financial  Titans. 

The  New  Council  of  American  Ihisiness  is  imp/dled  to  warn  the  Congress  tliat 
the  monopolists,  now  tliat  they  have  won  their  campaign  to  recapture  their 
control  of  prices,  are  laiincliing 'the  peoT*le  of  the  Thiited  States  on  the  road  to 
another  bust — to  another  depression  which  mav  well  see  the  utter  destruction  of 
competitive  enterprise. 

This  is  a crucial  period  for  the  American  people.  If  we  are  to  save  our  com- 
petitive economic  system  or  the  democratic  liberties  of  our  jieople,  tlie  conciui- 
tration  of  power  into  the  hands  of  the  monof)oIists  must  be  lialted.  ^ 

The  New  Council  of  American  Business  has  dedicated  its  activities  to  a cam- 
paign to  prevent  monopoly  domination  of  our  ])olitical  and  economic  life. 

We  propose  that  any  congressional  a(tion  relating  to  monopolv  be  based  on 
the  following  principles: 

1.  \A  here  monopoly  is  in  the  public  interest  or  is  iniierent  in  the  industry, 
that  it  must  be  subjected  to  public  control. 
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2.  \Miere  monopoly  is  not  in  the  public  interest  or  is  riot  inherent  in  :he 
industry,  that  it  must  be  destroyed. 

With  these  principles  in  mind,  the  New  Council  of  Americai;  Business  submits 
the  following  program  to  combat  monopoly: 

7.  I tuple  mentation  of  existing  statutes 

1.  Antitrust  Act. — The  budget  of  the  Antitrust  Division  of  tlu'  Department  of 
Justice  should  be  raised  to  at  least  85,000,000  a year  imnu*diatelv,  increasing 
within  2 years  to  $10,000,000. 

2.  Surplus  Property  Act. — Although  C'cmgress  required  tu*  War  A'^sets  Ad- 
ministration in  administering  the  act  to  “strengthen  and  preseiv*-  the  competitive 
position  of  small  business,”  in  actual  practice  the  War  Asset.'  Administration  lias 
facilitated  the  continued  growth  of  monopoly.  Its  adiniuj'irutive  regulations 
should  be  modified  to  implement  the  intent  of  Congres.s. 

3.  The  Ueconstruciion  Finance  Corporation. — The  Recrxislruction  Finan*^e 
Corporation  should  be  administered  so  that  it  l>ecoines  an  iietrument  for  mal  iug 
oa])itPl  more  freely  available  to  indejjendent  business  enter]^ris«*s 

4.  The  Department  of  C'ommerce. — The  program  of  technical  and  vcortorde 
services  offered  by  the  Department  of  Commerci*  must  b*  greatly  expandvd, 
geared  to  the  netals  of  business,  and  made  available  in  such  a manner  that  i"^  can 
l>e  assimilated  bv  small  Inisiness. 


11.  Additional  legislation 

1.  Scientific  research. — The  Government  should  embark  on  a <*oinprehensi>'e 
program  of  scientific  research,  tlie  results  of  which  would  be  made  available  to 
all  business.  At  present,  one-third  of  all  applied  research  is  conducted  by  12 
corporations.  The  “{lork  barrel”  which  gives  to  private  corporations  the  control 
of  tlie  results  of  federally  financed  research  should  he  stopped 

2.  Patent  reform. — Patent  laws  should  be  revised  to  prohibit  t he  present  misuse 
of  patent  rights  to  supi)ross  inventions,  to  restrict  production  and  to  stille  com- 
pidition.  Congress  should  enact  legislation  to  require  compulsory  licensing  of 
patents  which  are  not  put  to  full  use, 

3.  Cartels. — Private  economic  agreements  (cartels)  should  outlawed.  Any 
necessary  international  ecmiomic  agreements  >hould  be  made  between  the  govern- 
ments. These,  however,  should  be  examined  to  determine  wliethcr  they  are  in 
the  public  interest,  or  whether,  as  happened  in  the  recent  negotiations  in  the  oil 
agreement,  the  Government's  ap]iaratus  is  being  used  by  monopoly  interests, 

4.  Development  of  natural  resources. — Regional  developments,  mcdeltd  on  the 
Tennessee  \hilley  Authority,  should  be  established  where  needed  to  encourage  a 
balanced  economy  in  regions  throughout  the  country. 

5.  Taxation. — Congress  should  use  the  power  of  taxation  as  an  instrument  of 
social  policy  to  maintain  competitive  enterprise  and  to  check  the  concentration 
of  economic  ])nwer.  Congress  should  enact  simplified,  cquit-a.ble  tax  laws  which 
will  ]icrmit  small  establishments  to  use  their  profits  for  expansion  ami  enable  them 
to  maintain  their  competitive  })osition.  Congress  should  impose  ht*a\y  levies  on 
large  family  fortunes  and  big  corporations. 

fi.  Full  employment. — lnde]>endent  business  has  the  highest  (‘asnalty  rate  of 
all  business  in  a depn'ssion,  wliile  monopolies  increase  their  power  IndeyiendAut 
business  faihm^s  im^an  the  loss  of  millions  of  jobs.  Their  feihires  acevierate  the 
decline  of  purchasing  ])o\v(*r.  To  maintain  a stable  economy  with  full  employ- 
ment arid  maximum  production.  C’ongr(‘ss  >houid  enact  nieasiires  to  sustain  inass 
consumer  })urchasing  ]^ower.  The  measures  should  inelud#  ext-imsion  of  social- 
security  benefits,  a liealth  j^rogram,  large-scale  public  work>*.  and  inv-cost  housing 
cI(‘velopments. 

7.  Additional  study. — Congress  sliould  establish  an  inve>tigalmg  committee  t«) 
carry  forward  tlu^  studies  of  the  Tempetrarv  National  Ef<.)iM>mio  Commitfee. 
The  investigating  committee  should  determine  the  continuing  nlationship  of 
monopoly  practices  and  the  luisim^ss  c\  c!e.  and  it  should  cx  iiduct  a study  of  a 
ccmiprehensive  legislative  jjrogram  to  eliminate  the  conceijtral  ion  ol  economic 
])ower  in  the  United  ^States. 

Tim  New  Council  of  American  Business  believes  that  these  ]‘ro()osals  are  only 
first  steps  toward  combating  monoyioiy.  We  believe  that  (Uirs  a yirogram  to 
pr(‘s(^rve  free  competitive  enter]>rise.  We  know  that  it  is  bast'd  on  the  nee' is  of 
independent  business  ami  the  needs  of  the  American  peopU  We  believe  that 
“Wliat's  good  for  the  American  people  is  good  for  American  business.” 

We  urge  the  Congress  of  the  United  States  to  make  an  animionopoly  program 
its  first  order  of  business. 

Respectfully  yours, 


CiKOROK  C.  President. 
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Ghkatkk  C'i.kveland  Council,  Smaller  Business  op'  America,  Inc., 

Cleveland  S,  Ohio,  October  29,  1946, 

Hon.  hSTES  kiOKAUVER, 

Chairwav,  Mortopoly  Suhcoimyiittee, 

Select  Committee  on  Small  Business  of  the  House  of  Representatives, 
Washington,  1).  C. 


Dear  Conorp^ssman  ]\efauver:  Thank  you  for  your  letter  of  October  17 
relative  to  the  iiwestigations  carried  on  by  your  committee  on  the  effectiveness  of 
the  Government’s jirograin  to  combat  the^  growth  of  economic  concentration. 

We  as  an  organization  of  small  businesses  are  very  interested  in  your  work  and 
believe  that  it  is  a job  that  is  going  to  require  much  research.  We  do  not  have 
the  maniKnver  f(>r  research  of  this  kind  and  believe  your  committee  to  be  fully 
efficient  and  capable  of  carrying  such  an  undertaking  to  an  unbiased  conclusion. 

Kindly  keep  us  informed  on  the  progress  of  your  work. 

Sincerely  yours, 


S.  R.  Christophersen, 

Director  of  Organization  and  Membership  Relations. 


National  Federation  of  Small  Business,  Inc., 

Chicago  26,  III.,  October  28,  1946. 

Hon.  Kstfh  Kefauver, 

Monopoly  Suhrommittee,  House  Office  Building,  Washington,  D.  C. 

Dear  Concressman  Kp:fauver:  Answering  your  letter  dated  October  17, 
we  greatly  regret  that  there  was  a cancellation  of  the  hearings  of  your  committee; 
however,  we  want  to  follow  through  as  you  direct  in  submitting  a written  state- 
ment of  the  stand  of  the  National  Federation  of  Small  Business  on  the  issues  your 
subcommittee  lias  so  ably  investigated,  covering  the  points  you  outlined. 

l.nless  definite  action  is  taken  by  the  Congress  in  other  Goveriiment  bodies  to 
correct  the  concentration  of  economic  power  existing  in  our  Nation,  there  is 
absolutely  nothing  that  can  save  our  system  of  real  free  enterprise.  The  historv 
of  independent  business  for  the  past  2,500  years  clearly  denotes  how  other  nations 
have  lost  (heir  f'-^edom  when  their  system  of  independent  business  was  shackled 
or  eliminated,  in  our  generation  you  have  vseen  many  European  nations  fall. 
A recent  incirlent  is  what  is  happening  in  England  in  their  drift  toward  socialism. 
It  was  definitely  brought  about  by  the  concentration  of  economic  power  in  the 
hands  of  a few  which  resulted  in  the  control  of  organizations  as  well. 

Our  war  in  the  Pacific  was  created  by  the  concentration  of  economic  power  in 
the  hands  of  a few  in  the  Nation  of  Japan.  In  our  own  Nation  the  trend  toward 
concentration  of  economic  power  has  definitely  resuiterl  in  lost  opportunities  to 
our  people.  It  is  closing  the  gates  of  our  frontier.  The  evidence  is  very  clear 
that  nothing  speeds  up  the  trend  toward  socialism  any  faster  than  the  concentra- 
tion of  economic  power.  The  work  of  your  cominiitee  in  bringing  to  light  the 
things  that,  are  causing  this  trend  is  extremely  important.  You  can  depend  upon 
having  the  full  support  and  cooperation  of  the  National  Federation  of  Small 
Business  in  the  pursuance  of  these  details,  best  answer  your  questions  two 
and  three. 

The  jiurpose  and  program  on  which  this  organization  was  founded  was  to 
cooperate  in  eliminating  the  concentration  of  economic  power.  Our  records 
clearly  denote  that  our  entire  activities  are  devoted  to  that  end.  Our  records 
further  disclose  that  to  the  best  of  our  knowledge,  in  our  entire  membership 
scattered  over  tlie  Nation,  there  is  not  one  single  cent  of  revenue  accepted  from 
concerns  that  praciice  monopoly  and  no  contributions  have  ever  been  accepted 
for  any  larger  amounts  than  the  regular  membership  fee  of  $9.50.  This  iii  itself 
is  evidence  that  the  federation  operates  solely  in  behalf  of  independent  business 
welfare. 

In  order  to  best  appraise  the  damage  arriving  through  concentration  of  eco- 
nomic powfu*,  we  suggest  that  every  member  of  your  committee  read  By  Vote  of 
the  People,  written  bv  Willis  J.  Ballinger,  recently  published  by  Charles  Scribner’s 
Sons,  New  York. 

Sincerely, 


C.  W.  Harder. 


j 
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Smaller  Manufacturer^’  .-ott.nl’il, 

Pittsburgh  19,  Pa,,  Ojoher  31,  1946. 

Select  C'ommittee  on  Small  Business, 

House  of  Representatives,  \\  ashington,  D.  C. 

(Attention  Mr.  Estes  Kefauver,  chairman,  Monojioly  SubrommiHee.) 

Gentlemen:  As  cliairmaii  of  the  Government  ageiudes  <H)mmitteo  of  the 

Smaller  Manufacturers’  Council,  I am  taking  the  liberty  of  answering  ynur  letter 
of  October  17,  1946,  addressed  to  Mr.  Birger  fhigstrom,  the  oiiairman  of  the 
Smaller  Manufacturers’  Council. 

Here  is  briefly  our  reply  concerning  our  views  on  monopoly: 

1.  In  our  opinion,  the  extent  and  seriousness  of  concent rarion  of  '•conomic 
power  is  no  greater  than  the  extent  and  seriousness  of  political  power.  Wo  beliovo 
that  bigness  in  both  business  and  Government  can  be  inc(|uitablo  1o  the  welfare 
of  small  business  and  smaller  manufacturers  because  power  through  bigness  can 
lie  ruthless. 

2.  No  official  stand  lias  been  taken  by  our  organization  concerning  monopoly 
and  concentration  although  we  realize  some  of  the  evils  that  grow  out  of  monopoly. 
Private  enterprise  can  only  grow  if  opportunities  are  not  taken  away  from  indi- 
viduals or  small  groups.  Monopolies  can  grow  so  big  and  powerful  t ha<  snial! 
organizations  are  unable  to  compete.  The  results,  of  course,  are  t‘eouomi*‘alIy 
unsound  although  monopolists  see  otherwise. 

3.  No  definite  action  has  been  taken  by  our  group  although  our  (unniniftec  is 
working  with  Government  agencies  and  presents  our  problems  aggressively  and 
thoroughly  when  the  opportunities  permit. 

Sincerely  yours, 


J.  Lewis  Palley, 

Chairman,  Governmeyit  Agninvs  iUnniidtice, 


The  Independent  Banker.s  Association, 

Sauk  Centre,  Minn.,  Ortoher  ir.'I,  1946. 

Hon.  Estes  Kefauver, 

Chairm.an,  Monopoly  Subcommittee, 

House  of  Representatives,  Washington,  I).  C. 

Dear  Mr.  Kefauver:  Thank  you  for  your  favor  of  the  25th  inviting  us  to 
make  a statement  of  our  views  on  the  concentration  of  econoinic  tiower.  ’hhere 
can  be  no  question  but  that  business  is  being  centralized,  and  at  an  alarming  rate. 
This  centralization  movement  is  not  restricted  to  any  specific  line  of  endtjavor. 
The  centralization  of  banking  has  been  aided  and  abetted  by  the  centralization  of 
other  types  of  business. 

Our  association  came  into  being  in  1930.  We  are  organized  for  the  purpose  of 
combating  group  and  branch  banking.  Group  banking  is  the  holding  company 
tvpe  of  banking.  It  is  used  as  a subterfuge  to  get  around  the  laws  of  certain 
States  that  prohibit  branch  banking.  It  is  a more  awkward  corporate  structure 
than  branch  banking,  but  they  both  boil  down  to  the  same  thing — centralization 
of  banking. 

We  believe  that  the  largest  bank  holding  companies  are  on  the  west  coast,  and 
in  this  Ninth  Federal  Reserve  District.  Of  course,  everyone  is  familial*  with 
the  tremendous  growth  of  the  Bank  of  America  with  493  branches  in  California. 
The  Transamerica  Corp.  controls  numerous  banks  in  the  other  States  along  the 
west  coast.  In  fact,  it  operates  extensively  throughout  the  Twelfth  Federal 
Reserve  District. 

In  the  ninth  district  the  First  Bank  Stock  Corp.  and  the  Northwest  Bancorp, 
control  over  one-half  the  assets  of  the  Ninth  Federal  Reserve  District.  In  South 
Dakota  the  Northwest  Bancorp,  has  made  certain  key  banks  the  home  bank, 
and  they  operate  branches  in  many  of  the  communities  of  that  State. 

There  are  quite  a number  of  other  bank  holding  companies  operating  in  other 
sections  of  the  country — some  of  considerable  proportion,  and  otuers  that  operate 
in  a comparatively  small  way. 

As  large  corporate  business  becomes  larger  it  expands  its  outlets  into  small 
communities,  and  finds  it  agreeable  to  deal  with  the  bank,  or  branch  that  is 
owned  by  the  institution  with  which  it  doe.s  its  major  banking  business.  Of 
course,  this  is  all  to  the  detriment  of  the  independent  bank,  the  coiumunity  bank 
that  is  home-owned  and  operated — part  and  parcel  of  the  community  life.  It 
has  always  seemed  to  us  that  banking  should  not  be  centralized — that  there  should 
always  be  decent  competition,  and  that  the  community  bank  is  more  responsive  to 
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the  Chamber  of  C.oinmerce  of  the  L n ted  »ta  Government  to  direct  its 
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A'oui-s  very  truly,  t>„„  DttBois.  Secretary. 


y.  H Prv,-nB4rK  Professor  OF  Applikd  Economics 

^^orTH’t"’uN’:V^^^^^  MtTksinesI”" 
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Fccieral  Tra*ie  Commission  and  made  subject  to  the  same  charter  and  reporting 
requirements  as  proposed  for  all  firms  engaged  in  interstate  commerce. 

(/)  All  labor  organizations  of  an  interstate  character  should  be  required  to  regis- 
ter with  the  Federal  Trade  Commission  and  made  subject  to  the  same  charter 
and  reporting  requirements  as  proposed  for  all  firms  engaged  in  interstate 
commerce. 

(g)  Every  Federal  governmental  agency  should  be  required  by  law  to  report 
any  evidence  indicating  restraint  of  trade  or  tendency  toward  monopoly  displayed 
by  any  business  firm  with  which  the  Federal  Government  deals  or  otherwise 
comes  in  contact. 

(h)  All  securities  offered  for  sale  and  cleared  with  the  Securities  and  Exchange 
(’ommissiou  should  also  be  cleared  with  the  Federal  Trade  Commission.  (Copies 
of  all  reports  made  by  firms  to  the  Securities  and  Exchange  Commission  should 
be  filed  also  with  the  Federal  Trade  (Commission. 

(?)  The  Federal  Trade  (Commission  should  be  given  full  authority  to  develop 
cases  against  any  firm  which  appears  to  have  beeji  in  restraint  of  trade  or  tending 
toward  monopoly,  regardless  of  what  statute  may  cover  the  particular  act  of  the 
firm.  The  Federal  Trade  Commission  should  have  a larger  part  in  determining 
which  of  such  cases  are  to  be  prosecuted. 

//.  Studies  to  determine  which  industries  and  commercial  esiahliahmenis  are  subject 
to  effective  competition;  and  recommend  regulations  for  others 

(a)  The  Federal  Trade  Commission  should  begin  immediately  to  make  a com- 
plete study  of  American  manufacturing,  commercial,  financial,  and  utility  firms 
and  groups  of  firm.^^  to  determine  which  of  these  lines  of  business  are  subject  to 
effective  competition  and  which  are  not. 

(b)  In  types  of  industries,  commercial  or  financial  firms,  wlu^re  it  is  found  that 
competition  is  no  longer  effective  as  a regulator,  legislation  for  their  regulation 
should  be  devised  and  recommended  to  the  Congress. 

(c)  Studies  similar  to  those  made  by  the  TNEV  should  be  constantly  in  progress 
under  the  h'cderal  Trade  Commission.  On  the  basis  of  such  findings  trade  regula- 
tions in  the  form  of  statutes  should  \yo  recommended  by  the  Commission  to  the 
('ongress.  Such  studies  should  cover  trade-association  activities  as  well  as  man- 
ufacturing and  commercial  operations. 

III.  Governmental  aids  to  the  small  business  firms 

(a)  The  United  States  Department  of  Commerce  should  increase  its  studies 
of  the  problems  of  the  small  businesses  of  the  Nation  and  make  the  results  of  these 
studies  available  in  simple,  readable  form, 

{b)  In  the  granting  of  goyernmental  contracts  careful  provision  should  be  made 
to  assure  equitable  treatment  of  the  small  business  firm  as  a bidder. 

(c)  In  the  granting  of  governmental  subsidies  to  business  groups  careful  studies 
should  be  made  to  assure  equitable  treatment  of  the  small  business  firm. 

(d)  If  the  United  States  Department  of  Commerce  is  to  retain  its  present  func- 
tions over  small  business,  it  should  develop  its  local  offices  into  a service  similar 
to  the  agricultural  agent  which  serves  the  farmers  in  each  county.  The  county 
and  city  commercial  agent  should  lye  the  focal  point  for  all  governmental  infor- 
mation and  aids  to  the  individual  business  firm,  to  be  accepted  or  not  as  the  indi- 
vidual business  firm  may  elect. 

(e)  Studies  should  lx>  in  constant  progress  to  establish  the  best  banking  service 
to  provide  the  credit  needs  of  small  business. 

The  strong  tendency  to  monopoly  in  the  American  economy  is  so  serious  as 
to  represent  the  most  challenging  problem  of  our  free  competitive  enterprise 
system.  The  American  tradition  in  business  assumes  that  competition  is  the  best 
regulator  of  business  methods  and  conduct.  However,  competition  is  rapidly 
disappearing  in  most  of  the  principal  lines  of  American  business.  What  kind  of 
n»gulation  is  to  take  the  place  of  competition?  Tlie  answer  to  this  question  can 
l)e  had  onlv  from  constant  and  complete  studies  of  our  entire  economic  system 
and  all  of  its  industries.  When  it  is  determined  that  competition  is  no  longer  a 
regulator  in  a given  line  of  business,  governmental  regulation  will  have  to  be 
devised  to  protect  the  general  public  interest. 

Every  effort  will  have  to  be  devoted  to  making  the  antitrust  laws  more  effective. 
These  laws  have  not  been  too  successful  in  the  past.  Their  interpretation  in  the 
face  of  obvious  advantages  of  mass  production  under  large-scale  economy  has 
])ermitted  ever  larger  aggregations  of  capital  to  dominate  most  of  the  principal 
fields  of  American  production.  In  mast  instances  these  great  aggregations  of 
capital  should  not  be  broken  up.  Society  would  be  worse  off  by  far  if  this  occurred. 
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At  the  same  time,  if  competition  is  no  longer  effective,  Government  regulation 
will  have  to  be  devised  to  protect  the  consumer  and  the  general  public. 

There  are  those  who  decry  big  Government  and  governmental  regulation  of 
private  business  and  often  with  full  justification.  However,  big  business,  big 
agriculture,  and  big  labor  interests  compel  the  intervention  of  governmeidal 
action  for  the  protection  of  the  consumer  and  the  general  public.  It  is  an  over- 
simplification to  say  tlmt  the  consumer  and  the  general  public  are  business,  agri- 
culture, and  labor. 

In  general,  labor  organizations  should  be  subject  to  the  same  regulations  as 
business  and  agriculture  to  asstire  the  protection  of  the  consumer  and  the  general 
public.  No  one  group  in  our  society  is  entitled  to  special  privileges  without  regard 
for  the  general  public  welfare  and  without  full  responsibility  for  such  of  its  actions 
as  may  be  injurious  to  other  groups. 

The  American  free  competitive  enterprise  system  has  produced  the  greatest 
volume  of  production  in  the  history  of  the  world  and  given  us  the  highest  standard 
of  living  of  any  nation  in  history.  This  cannot  remain  thus  unless  it  is  kei)t 
free  and  competitive.  Where  competition  has  substantially  disappeared  society 
will  have  to  provide  regulation.  Yet  this  should  not  be  done  until  it  is  clear  that 
competition  is  no  longer  adequate  to  regulate  the  conduct  of  business  in  a par- 
ticular field. 

NKKl)  FOR  COORDINATKI)  C.OVKRNMENT  Fl'XCTIONS 

affectinCi  small  BFSIXKSS 

That  which  I hereinafter  recommend,  while  not  addressing  itself  wholly  to  the 
subject  of  monopoly  in  distribution,  nevertheless  is  of  material  concern  to  small 
business  generally.  I believe  that  such  recommendation  is  .sound  and  practicable, 
and  if  the  Congress  should  undertake  any  curative  legislation  relative  to  monopoly 
present Iv  affecting  business,  whether  large  or  small,  it  logically  occurs  to  me  that 
the  application  of  any  new  legislation  might  well  be  made  more  expeditious  if 
the  provisions  of  sucll  laws  should  be  placed  under  the  control  of  a single,  inte- 
grated enforcement  agency. 

Small-business  men  and  women  ail  over  the  country  face  an  immediate  future 
of  neglect  of  their  rightful  claims  on  the  services  of  their  Government.  The 
present  emergency  is  caused  by  the  growing  confusion  relating  to  the  terminauou 
on  December  31,  1946,  of  the  Smaller  War  Plants  Corporation  law  and  its  effects 
on  the  Surplus  Property  Act  which  provides  that  the  SWPC  is  empowered  to 
purchase  surplus  property  for  resale  to  small-business  operators,  and  to  make  loans 
to  such  operators  for  surplus  purchases. 

When  the  President  transferred  the  powers  of  the  Smaller  War  Plants  (\)rpora- 
tion  to  the  Reconstruction  Finance  Corporation  and  to  the  Department  of  (’om- 
merce  in  December  1945,  he  thus  made  a division  both  of  authority  and  functions. 
His  act  put  the  operating  functions  of  capital  loans  to  independent  business, 
business  and  expert  engineering  advice,  veterans*  priorities  for  surplus  purchases 
and  stirpius  loat»s  under  RF(\  The  many  consultative  services  and  small  business 
promotional  activities  went  under  the  Department  of  Commerce.  Thus  there 
was  achieved  an  atomizing  of  functions  in  behalf  of  small  business  which  had 
done  so  much  to  enable  it  to  make  a great  contribution  to  the  war  effort. 

The  Government  now  far  is  le.^^s  enabletl  to  meet  the  needs  of  small  business  to 
reestablish  itself  in  the  period  of  reconversion  to  peace.  Field  offices  in  our  prin- 
cipal cities  have  been  closed  making  it  almost  impossible  for  local  businessmen 
and  veterans  seeking  to  enter  business  to  get  information  or  assistance  in  obtain- 
ing loans  to  which  they  are  entitled  under  the  SWPC  law.  Where  such  offices 
exist,  the  functions  are  so  divided  between  the  RFC  and  the  Department  of  Com- 
merce that  red  tape  and  time-wasting  futility  utterly  frustrate  businessmen  to 
a point  of  desperation. 

SMALL  BUSINESS  NEEDS  NO  STRAIT-JACKET 

.\merican  small  business  does  not  wish  further  .strait-jacketing  controls. 
It  seeks  a condition  of  freedom  to  compete  on  fair  and  equal  terms  with  other 
classifications  of  business,  especially  so-called  big  business.  Hut  all  too  long 
small  business  has  .seen  the  Government  set  up  aids  for  big  business  through  the 
RFC,  the  Department  of  Commerce,  and  other  agencies  which  gave  to  such  busi- 
nesses an  unfair  advantage  in  better  bu.siness  information,  tax  as.sistance,  govern- 
ment contracts,  and  access  to  capital  itself  and  on  low  interest  rates,  at  that. 
Small  bu.'^ine.ss  long  has  been  aware  of  the  fact  that  no  longer  can  a man  succeed 
completely  cut  off  from  his  Government.  That  is  why,  when  the  war  emergency 
arose,  these  Government  agencies  which  had  served  big  business  so  well,  were  not 
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genuinely  sympathetic  toward  the  problems  of  small  business,  let  alone  beinji; 
equipped  to  handle  the  peculiar  problems  of  small  business.  Therefore,  it  was 
necessary  for  the  little  men  in  business  to  band  themselves  together  to  sponsor  the 
Smaller  War  Plants  Corporation.  That  act  was  enacted  to  serve  as  a bill  of  rights 
for  small  business  both  in  the  war  years  and  in  the  period  of  reconversion. 

. small  business  promised  curative  legisl.ation 

Small-business  rcpre.sentatives  frankly  expressed  their  doubts  of  the  practi- 
cality of  the  President’s  act  of  division  and  transfer,  and  small  business  made 
its  doubts  known  to  many  Senators  and  Hepresentatives  in  Washington.  Small 
business  was  assured  that  it  would  not  be  forgotten.  It  was  reassured  by  such 
men  as  Senators  James  E.  Murray,  Tom  Stewart,  and  Kenneth  S.  Wherry,  all 
members  of  the  Senate  Small  Business  Committee,  as  well  as  by  Chairman 
Wright  Patman,  chairman  of  the  House  Small  Business  Committee,'  that,  if  tlie 
President’s  plan  of  division  did  not  work  satisfactorily  after  pa.s.sage  of  a reason- 
able period  of  time,  new  legislation  would  be  offered  setting  up  a single  agency 
^ empowered  to  work  in  behalf  of  an  expanding,  virile,  small-business  conditiuli 

' throughout  tlie  Xiition,  to  take  the  place  of  the  SWPC  Act  which  had  done  such 

good  work  for  small  business  during  the  war  years.  Senators  and  Repre,senta- 
tives  who  liad  shown  that  they  intended  to  see'  that  small  business  gets  a square 
deal  talked  in  terms  of  such  a new,  federated  agency  having  field  offices  when; 
small  business  could,  present  such  problems  as  may  be  endowed  with  public  in- 
I tercst  and  are  beyond  the  power  of  the  private  business  communifcv  to  solve. 

Practical  .services  thus  would  be  rendered  to  businessmen  in  obtaiiiyig  equity 
capital  at  reasonable  interest  rates;  in  making  available  reliable  Governmen't 
reports  and  statistics  and  interpreting  them  to  fit  local  conditions;  in  insuring 
newcomers  to  business  and  those  already  in  busine.ss  their  fair  share  of  the  billions 
of  dollars  of  surplus  goods,  equipment,  and  plants  which  the  Government  today 
is  disposing  of;  and  especially  in  encouraging  the  extension  of  free  competitive 
jirivate  enterprise  upon  which  the  fundamental  economic  policy  of  our  democracy 
is  founded. 

SMALL  BUSINESS  SEEKS  COORDINATED  NEW'  AGENCY 

In  urging  the  immediate  introduction  of  the  needed  legislation  to  set  up  such 
an  integrated  small-business  agency,  and  to  do  it  directly  after  the  new  Congress 
shall  have  convened,  small  business  is  .seeking  only  a proper  rearrangement  of 
already  existing  and  long-deferred  programs  of  Government  in  its  behalf.  Such 
an  agency  would,  in  fact,  be  not  a new  Government  agency,  rather  its  creation 
would  constitute  a more  effective  way  of  practically  organizing  Government 
activities,  now'  divided  and  actually  ineffective,  to  secure  the  most  benefit  from 
existing  or  contemplated  functions  of  government  particularlv  addressing 
t themselves  to  small  business.  The  pre.sent  iiiecemeal  and  divided  approach 

simply  will  not  work,  as  time  so  definitely  has  proven.  Genninelv  capable  and 
w'illing  personnel  are  scattered,  millions  of  dollars  of  the  people’s  money  are 
being  spread  so  thin  that  no  constructive  good  is  being  derived  from  its  expendi- 
ture simply  becaiLse  there  is  divided  authority,  divided  functions,  and  no  w'ell- 
planned,  logical,  coordinated  objectives. 

f,  SITUATION  WILL  NOT  WAIT 

This  rapidly  is  shaping  into  a deplorable  situation.  Only  1 month  remains 
before  the  new  Congress  convenes.  Present  conditions  will'  brook  no  delay  in 
acting  to  extend  and  properly  amend  the  provisions  of  the  Smaller  War  I’lants 
Corporation  and  other  SWPC  laws  in  behalf  of  small  business.  The  law  will 
expire  on  January  2,  1947.  .Many  small-business  leaders  in  all  parts  of  the  Nation 
are  desirous  of  exerting  their  efforts  to  the  end  that  not  only  will  the  proper  cura- 
tive legislation  be  enacted  but  that  this  whole  proposition  of  a strong,  integrated 
Government  agency — all  under  one  roof,  so  to  speak,  and  under  one  practical  and 
far-seeing  authority — working  for  the  interests  and  the  welfare  of  small  busines.s 
be  carefully  explored  and  definitely  provided  for  in  constructive,  adequate  legisla- 
’ tion  which  will  be  fair  alike  to  all  business,  large  and  small. 

SMALL  BUSINESS  WANTS  PROTECTION,  NOT  SUBSIDIZ.ATION 

I have  read  much  in  the  press  in  recent  years  about  “protecting”  small  business. 
I am  for  such  “protection”  as  gives  equal  rights  to  small  business  and  withholds 
special  privileges  from  any  classification.  Small  business  is  asking  for  a square 
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deal  all  around.  It  was  small  bu.-;iiie.ss  which  laid  the  foundations  for  the  vast 
wealth  and  power  of  this  Nation.  Those  foundations  should  not  be  subjected  to 
further  undermining  by  any  form  of  monopoly  or  inequitable  pressures. 

Such  a sound  coordinated  and  well-integrated  agency  would  be  of  continuing 
and  far-reaching  aid  to  small  business.  It  is  not  thus  asking  Gov'ernment  to  take 
it  under  its  wing;  it  neither  needs  nor  desin's  any  such  “jirotection.”  Government 
wardship  only  would  lead  to  subsidization;  small  business  wishes  none  of  that. 

SM.\LL  BUSINESS  NEEDS  OROANIZATION 


In  the  beginning  of  this  article,  I as.serted  that  “we  must  not  be  sentimental 
in  our  activities  in  behalf  of  the  so-called  small  businessman.  lie  must  be 
socially  worthy  to  justify  his  existence  in  our  economic  and  social  system.  Above 
all  he'  must  help  himself  as  well  as  to  ask  governmental  help  and  protection.” 
Bv  “sociallv  worthy”  I mean  that  a small  businessman  should  cooperate  with  the 
civic  "organizations  of  the  town  or  city  in  which  he  lives  and  conducts  his  business; 
he  should  cooperate  with  his  Representatives  in  the  Confess  in  advising  thmn 
of  the  effect  of  laws  on  his  business,  counseling  them  with  re.spect  to  curative 
measures  if  needed;  and  he  should  cooperate  with  other  small  businessmen  through- 
out the  Nation  in  sound  and  equitable  means  of  national  self-protection.  It 
seems  to  me  that  the  latter  need  only  can  be  expre.ssed  forcefully  and  made 
practicable  and  effective  bv  a national  organization  which  will  represent  small 
business  as  a whole,  not  only  in  the  Stale  legislatures  but  before  the  Congress, 

*I  do  not  mean  to  imply  that  any  such  national  organization  which  should 
represent  all  clas.sifications'of  small  business  should  permit  itself,  at  any  time  or 
under  anv  circumstances,  to  become  a lobbying  organization,  or  to  permit  its 
offices  to  be  emploved  for  the  purposes  of  influencing  projiosed  or  pending  legisla- 
tion But  its  purposes  and  objectives  should  be  so  coordinated  and  planned 
that  it  will  be  enabled  intelligentlv  to  offer  its  experiences  and  mature  counsel 
to  speak  in  the  intere.st  and  protection  of  itself  as  well  as  in  the  interest  and  for 
the  welfare  of  all  business.  No  sUch  organization  can  merit  the  respect  of  busine.ss, 
the  Congress,  or  anv  of  its  committees  if  it  should  seek  special  privileges:  it  must 
function  at  all  times  so  that  there  shall  be  special  privileges  for  no  class  of  business- 
men but  that  there  shall  be  equal  rights  for  all  busine.s.smen. 

In  a report  of  the  House  Small  Business  Committee  to  the  House  of  Repre- 
sentatives on  or  about  July  1946  the  need,  and  therefore  the  practical  desirability, 
of  such  a national  organization  of  small  i)usinessnien  was  exj)licitly  expressed  as 


“Small  business  is  the  onlv  important  segment  of  the  economy  still  unorganized. 
Big  business  labor,  and  agriculture  all  have  national  repre.sentation  which  speaks 
for  the  majority.  Onlv  a small  handful  of  the  more  than  3,000,000  small-bu.sine.ss 
units  belong  to  as.sociations  devoted  primarily  to  representing  their  interest  in 

Washington  and  before  the  Government.  . 

“No  sincere  advocate  of  the  cause  of  .small  firms  can  fail  to  recognize  the  need 
for  a national  organization  which  will  spi-ak  intelligently  and  sincerely  on  behalf 
of  the  more  than  3,000,000  small  firms  which  still  lack  a voice  here  in  Washington 

in  matters  that  affect  them  from  day  to  day.” 

In  relation  to  the  foregoing,  I can  add  nothing  of  force  to  the  following  few 
excerpts  from  an  article  appearing  in  the  November  issue  of  the  Small  Business 
Quarterly,  published  bv  the  .American  .Association  of  Small  Business,  \^ashington, 
D.  C.  bv  Representat  ive  Estes  Kefauver,  of  Tennessee,  chairman  of  the  Monopoly 
Subcommittee  of  the  House  Small  Business  Committee,  which  was  empowered 
to  “investigate  the  effectiveness  of  efforts  to  prevent  monopolistic  practices  and 
to  preserve  and  strengthen  the  competitive  position  of  small  business.” 

“Some  Congressmen  grumble  about  too  many  complaints  and  suggestions  from 
the  home  folks.  Mv  sincere  complaint  is  that  the  men  in  small  business  do  not 
sufficiently  make  their  needs  known  in  a coherent  and  constructive  manner.  .A 
program  of  generalities  is  not  enough.  .A  constructive  small-business  progiam 
can  develop  only  out  of  the  factual  experiences  of  millions  of  small  businessmen. 
Cooperation  among  all  classifications  of  small  business  is  the  first  requisite  for  the 
successful,  concerted  presentation  of  the  requirements  of  small  business.  1 here 
definitely  should  be  coordination  of  functions  in  any  small-business  association  if 
it  expects  to  be  successful  in  its  advocacy.  There  should  be  positive,  logical 
objectives,  based  on  a high,  just,  and  patriotic  plane  whereon  there  shall  be 
‘equal  rights  for  all  and  special  privileges  to  none.’  If  the  small  businessmen 
throughout  the  Nation  will  but  realize  that  they,  themselves,  are  the  repository 
of  the  means  of  protecting  and  pre.serving  freedom  of  opimrtunity  and  the  doc- 
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trine  of  free  enterprise,  upon  which  foundation  stones  our  Nation  was  built,  and 
that  it  was  through  t^e  superb  strength  of  these  things  that  our  country  has 
become  the  greatest  Nation  on  earth,  I have  no  fear  that  we  shall  take  a long 
stride  forward  further  to  preserve  the  American  way  of  life. 

**We  men  in  Congress  cannot  do  it  all.  As  a first  requirement,  we  must  know 
what  small  business  actually  needs.  We  must  be  enabled  to  know  that  small 
business  has  a practicable,  sensible,  and  equitable  program.” 

Mr.  Kefauver  is  to  be  congratulated  on  the  friendly,  courageous,  and  candid 
manner  in  which  he  has  written.  If  small  business  will  undertake  to  participate 
in  the  affairs  of  Government  in  the  formulation  and  presentation  of  a sound,  con- 
certed program  of  its  needs,  grounded  on  the  principle  of  “equal  rights  to  all  and 
special  privileges  to  none”  among  all  classifications  of  business,  large  and  small, 
I,  and  the  association  which  I have  the  honor  to  represent  as  one  of  its  national 
advisory  couiLselors,  feel  that  the  Congress  will  not  fail  to^do  its  intelligent  and 
equitable  part. 


STATEMENTS  FROM  LABOR  UNIONS 

Congress  of  Industrial  Organizations, 

Washington  6^  D.  C.,  October  S1,J946. 

Hon.  Estes  Kefauver. 

Chairman,  Monopoly  Bubcommiitee, 

Select  Committee  on  Small  Business, 

House  of  Representatives,  Washington,  Z).  C. 

Dear  Congressman  Kefauver:  In  reply  to  your  letter  of  October  17,  we  are 
glad  to  present  the  following  statement  of  our  point  of  view  on  the  growth  of 
economic  concentration.  We  regret,  however,  that  due  to  the  pressure  of  big- 
business  interests  on  the  Seventy-ninth  Congress,  action  has  been  taken  to  cancel 
the  hearings  originally  scheduled  by  your  committee. 

The  following  excerpts  are  from  the  August  1946  issue  of  the  Economic  Outlook 
(enclosed),^  and  include  the  specific  information  you  requested. 

“In  America  today  five  large  financial  institutions  control  31  of  the  250  largest 
manufacturing  corporations.  These  five  are  the  Morgan,  Mellon,  Rockefeller, 
Du  Pont  and  Cleveland  banks.  * * * 

“Ninety-nine  percent  of  the  manufacturing  firms  employed  less  than  500  workers 
each  in  1939.  The  remaining  1 percent  of  the  .manufacturing  firms,  employing 
more  than  500  workers  each,  employed  nearly  half  (48  percent)  of  all  factory 
workers.  This  high  degree  of  concentration  was  enlarged  during  the  following  5 
years,  and  by  1944  the  2 percent  of  the  firms  employing  more  than  500  workers 
accounted  for  62  percent  of  the  total  employees  in  manufacturing  industries.  The 
very  large  manufacturing  firms;  that  is,  those  employing  more  than  10,000  em- 
ployed 13  percent  of  the  total  workers  in  1939.  By  1944  these  giant  producers 
employed  31  percent  of  the  total  workers.  * * * 

“In  manufacturing  alone,  corporations  accounted  for  31  percent  of  the  total 
operating  concerns  in  1919.  They  employed  about  86  percent  of  the  factory 
workers  and  produced  more  than  three-fourths  of  the  total  manufacturing  output. 
Two  decades  later,  in  1939,  corporations  accounted  for  over  half  of  the  number 
of  firms,  employed  90  i>ercent  of  the  factory  workers,  and  produced  nearly  95 
percent  of  tlxe  total  inanufactviring  output.  * * * 

“If  we  look  at  the  incomeof  manufacturing  concerns  only,  we  find  the  trend  toward 
concentration  even  more  striking.  Manufacturing  corporations  with  net  income 
of  more  than  $4,000,000  accounted  for  only  34  percent  of  the  total  net  income  of 
all  manufacturing  concerns  in  1918,  as  against  51  percent  in  1942.  * * ♦ 

“Three  family  groups,  the  Du  Pouts,  Mellons,  and  the  Rockefellers  had  share- 
holdings valued  at  nearly  $1,400,000,000.  Directly  or  indirectly,  these  three 
family  groups  controlled  15  of  the  200  largest  corporations,  owning  assets  esti- 
mated at  about  11  percent  of  the  total.  * * * 

“Eight  large  banking  houses  in  America  controlled  106  of  the  250  largest  non- 
financial  corporations  in  1943-44.  These  * * * dominate  and  control  two- 

thirds  of  the  combined  assets  of  the  250  corporations.  * * ♦ 

“It  should  be  pointed  out  also  that  these  corporations  and  their  directors  have 
close  ties  with  other  corporations  in  America.  Their  influence  extends  to  medium- 
sized  and  small  companies  bound  together  in  the  United  States  Chaml>er  of 
Commerce  and  the  National  Association  of  Manufacturers.  The  best  example- 
is  cited  by  the  Senate  Small  Business  Committee  on  what  occurred  in  January 

* Not  reprimo  t. 
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1946,  during  the  General  Motors  strike  and  just  prior  to  the  big  steel  strike. 
* ♦ * 

“The  steel  industry  offers  a clear  example  of  the  economic  concentration  of 
productive  capacity.  On  January  1,  1945,  the  four  largest  steel  corporations 
controlled  almost  63  percent  of  the  steel  ingot  capacity  in  America.  One  of  the 
four,  U.S.  Steel,  alone  controlled  34  percent  of  the  country’s  ingot  capacity.  * * * 

A similar  situation  exists  in  the  case  of  copper.  * * * 

“During  the  war,  the  large  American  corporations  received  the  greatest  per- 
centage of  government  contracts.  According  to  the  War  Production  Board, 
between  June  1940  and  September  1944,  18,000  corporations  received  $175,000,- 
000,000  worth  of  contracts  from  the  Government,  two-thirds  of  which  went  to 
the  top  100  corporations.  * * * 

“Eighty -three  percent  of  the  Government-financed  industrial  facilities  were 
operated  during  the  war  by  168  largest  corporations.  One  hundred  of  the  largest 
corporations  operated  three-fourths  of  them  and  nearly  one-half  were  operated  by 
only  25  corporations.  Our  economic  structure  in  years  to  come  will  be  determined 
to  a large  degree  by  who  gains  control  of  these  facilities.  * * * 

“If  we  consider  the  plant  facilities  which  these  corporations  owned  in  1939, 
and  add  to  that  the  new  plants  they  financed  themselves,  and  also  the  Govern- 
ment-built plants  they  operated,  we  get  a total  plant  capacity  of  about  $39,000,- 
000,000  or  66  percent'of  existing  plant  facilities  of  all  corporations  in  1944  owned 
and  controlled  by  the  250  large  corporations.  Their  total  holdings  in  1945  wmuld 
thus  be  almost  equivalent  to  the  total  holdings  of  all  of  the  75,000  manufacturing 
corporations  which  were  in  existence  in  1939.  hlven  more  striking  is  the  fact 
that  if  the  31  manufacturing  corporations  owned  and  controlled  by  the  five 
powerful  families  were  to  acquire  the  insable  Government-owned  facilities  which 
they  operated  during  the  war,  they  would  hold  about  half  as  many  facilities  as 
the  entire  economy  had  before  the  war.  * * * That  is  economic  concen- 
tration carried  almost  to  the  ultimate.  * * * 

“The  War  Assets  Administration  reports  that  through  June  of  this  year,  487 
war  plants  had  been  sold  or  leased.  Of  these.  111  of  the  largest  type,  representing 
62  percent  of  the  sales  prices,  went  to  54  of  the  250  large  corporations.  * * * 

“The  Senate  Military  Affairs  Committee  reports  that  90  percent  of  the  con- 
tracts made  between  Government  agencies  and  private  industry  for  scientific 
research  and  development  place  the  ownership  of  the  patents  with  the  contractors. 
Sixty-eight  corporations  received  two-thirds  of  all  the  Federal  money  spent  on 
research  and  development  during  the  war,  and  the  top  10  corporations  received 
nearlv  two-fifths  of  the  total.  * * * 

“With  the  evils  of  monopolistic  power  inherent  in  concentration,  we  can’t 
hope  to  maintain  full  production  and  full  employment  or  to  achieve  an  economy 
of  abundance.  * * * Monopoly  power  prevents  the  full  utilization  of  our 

productive  and  human  resources.  It  retards  technological  progress,  thereby 
withholding  the  benefits  of  such  progress  from  the  workers  and  consumers. 
Finally,  concentration  of  economic  power  eventually  leads  toward  the  concen- 
tration of  political  power  in  the  same  hands.  * * *.’’ 

The  CIO,  therefore,  recommends  the  following  action: 

“1.  More  effective  enforcement  of  our  antitrust  laws. 

“2.  Financial  and  technical  assistance  for  small  business,  including  aid  in 
scientific  research. 

“3.  Elimination  of  cartels  from  the  national  and  international  scene. 

“4.  Universal  use  of  patent  rights. 

“In  the  light  of  present  economic  tendencies  it  may  become  necessary  to  give 
serious  consideration  to  this  suggestion  (made  by  Senator  Morse  of  Oregon)  that 
‘public  control  either  through  regulation  or  ownership’  be  explored  as  a means 
of  curbing  monopolv  practices.’’ 

I trust  that  the  above  statements  make  clear  our  position  and  that  they  will 


appear  in  your  printed  report. 
Sincerely  yours. 


X.\THAN  E.  Cowan, 
Director,  CIO  Legislative  Department. 
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STATEMENTS  FROM  FARM  ORGANIZATIONS 

American  Farm  Bureau  Federation, 

Chicago  /ZZ.,  October  25,  1946, 

Hon.  Estes  Kefauver, 

Chairman,  Monopoly  Subcommittee  Select  Committee  on  Small  Business, 

227  Old  House  Office  Building,  W ashington,  D,  C, 

My  Dear  Congressman  Kefauver:  In  accordance  with  your  letter  of  October 
17,  I ain  submitting  to  you  the  official  position  of  the  American  Farm  Bureau 
Federation  in  regard  to  monopolies.  Enclosed  is  a copy  of  our  resolutions  on 
this  subject,  adopted  at  our  various  annual  meetings. 

Sincerely  yours, 

Edw.  a.  O’Neal,  President, 

Resolutions  Adopted  by  the  American  Farm  Bureau  Federation 

TWENTY-THIRD  ANNUAL  MEETING,  1941 

Antitrust  laws 

We  endorse  the  policy  governing  enforcement  of  the  antitrust  laws  and  believe 
these  laws  should  be  expanded  to  include  any  organized  group  which  exercises 
monopolistic  practices  of  any  character. 

We  favor  appropriations  necessary  for  the  full  enforcement  of  these  laws, 

TWENTY-SECOND  ANNUAL  MEETING,  1940 

Antitrust  enforcement 

We  strongly  endorse  the  attitude  of  enforcement  officials  in  the  administration 
of  the  antitrust  laws.  We  especially  appreciate  the  attention  which  is  being  given 
to  monopolistic  restraints  upon  materials  used  in  agricultural  production  and  in 
the  channels  of  distribution  for  farm  products.  We  insist  upon  the  expansion  of 
this  program  and  upon  the  provision  of  adequate  funds  for  the  full  enforcement 
of  the  antitrust  laws. 

TWENTY-FIRST  ANNUAL  CONVENTION,  1939 

Illegal  restraints 

We  heartily  commend  and  support  the  Department  of  Justice  in  their  efforts 
to  enforce  the  antitrust  laws  against  unlawful  restraints,  illegal  monopolies  and 
practices,  whether  fostered  by  labor,  industry  or  agriculture. 

TWENTIETH  ANNUAL  CONVENTION,  1938 

Monopoly 

The  alarming  growth  of  monopolistic  practices  and  monopolistic  controls  in 
industry  and  labor  place  a heavy  burden  upon  American  agriculture  and  con- 
stitute one  of  the  chief  reasons  for  the  inequalities  between  farm  prices,  industrial 
prices,  and  industrial  wages. 

We  commend  the  Federal  Trade  Commission  and  the  United  States  Depart- 
ment of  Justice  for  instituting  a more  aggressive  and  effective  enforcement  of 
antitrust  laws  and  urge  a continued,  vigorous  attack  upon  illegal  monopolies  and 
unfair  trade  practices. 

NINETEENTH  ANNUAL  MEETING,  1937 

Monopoly 

We  favor  legislation  that  will  effectively  control  industry  and  labor,  to  the  end 
that  monopolistic  practices,  not  permitted  under  legal  regulation,  shall  be  elimi- 
nated. We  urge  that  Federal  and  State  laws  legalizing  resale  price  maintenance 
be  repealed. 

EIGHTEENTH  ANNUAL  MEETING,  1936 

Monopoly 

We  favor  the  effective  regulation  of  organized  industry  in  such  manner  as  is 
I necessary  to  avoid  monopolies,  to  preserve  initiative,  and  assure  equality  of  op- 
I portunity  of  all  citizens. 

i 
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STATEMENTS  FROM  VETERANS'  ORGANIZATIONS 

The  American  Veterans  Committee  (AVC), 

Washington  6,  D,  C.,  November  20,  1940* 

Representative  Estes  Kefauver, 

Chairman,  Monopoly  Subcommittee,  Select  Committee  on  Small  Business, 

House  of  Representatives,  W ashington,  D.  C. 

Dear  Representative  Kefauver:  The  AVC  most  certainly  appreciates  the 
opportunity  to  express  its  views  on  a subject  as  import^ant  as  that  of  the  present 
growth  of  economic  concentration  in  the  United  States.  I am  only  sorry  that  we 
were  not  able  to  present  testimony  in  person,  AVC  is  fully  cognizant  of  the 
necessity  for  combatting  the  present  trend  towards  more  and  more  monopoly 
and  greater  and  greater  eoncentration  of  the  economic  life  blood  of  the  Nation  in 
the  hands  of  a few  giant  corporations. 

Frankly,  AVC  is  disturbed  over  w^hat  appears  to  be  a new  tolerance  for 
monopoly  in  America.  This  tolerance  does  not  decrease  the  gravity  of  the 
situation.  Those  of  us  who  had  occasion  before  the  war  to  study  the  monographs 
and  testimonies  of  the  Temporary  National  Economic  Commission  were  greatly 
disturbed  by  the  tendencies  and  concentration  of  monopolies  which  were  revealed 
by  this  committee.  This  committee  indicated  to  the  American  people  the 
direction  in  which  this  Nation  was  headi^d  and  upon  which  economic  foundation 
our  country  was  being  built.  President  Roosevelt  realized  very  well  the  danger 
to  this  Nation  of  such  concentration  of  economic  power  as  existed  before  the  war. 

Unfortunately  these  hearings  had  to  be  disconlinued  during  the  war.  The 
TNEC  was  one  of  the  first  committees  to  be  eliminated.  The  TNEC  was  needed 
to  study  the  even  greater  growth  of  economic  power  which  took  place  during  the 
war. 

I have  had  occasion  to  read  a recent  report  issued  by  the  Smaller  War  Plants 
Corporation  describing  the  fate  of  small  business  during  the  war.  How  can  we 
talk  of  free  competitive  enterrpisc  when  no  less  than  two-thirds  of  the  total 
prime  contracts,  this  report  show's,  went  to  the  top  100  corporations? 

The  United  States  needs  a full  investigation  to  determine  the  present  concen- 
tration of  economic  power.  Unless  we  restore  a real  competitive  economy  small 
business  may  be  eliminated  to  an  appalling  degree. 

Less  than  a year  ago  the  people  of  Ameiica  looked  forw'ard  with  confidence  to 
an  era  of  postw'ar  prosperity.  Having  seen  the  magnificent  capacity  of  the 
American  economy  to  produce  goods  in  abundance  to  meet  the  needs  of  war,  they 
expected  to  see  that  capacity  turned  to  meet  the  peacetime  needs  of  America. 
Today  that  confidence  is  fading.  In  the  place  of  an  ordeily  transition  to  full 
peacetime  production,  the  United  States  has  found  itself  in  an  era  of  economic 
uncertainty.  '‘Boom  and  bust”  is  the  promise  w^hich  is  now  held  forth  to  the 
people  of  America;  jazz  age  and  depression — the  same  music  we  heard  before, 
playing  over  again  like  a broken  record.  Everywhere  the  people  are  asking: 
What  is  wrong  in  America?  Must  we  again  see  starvation  in  the  midst  of  plenty? 
Cannot  America's  great  industrial  and  agricultural  capacity  produce  for  peacetime 
consumption?  Why  can  w'e  not  w'ork  together  for  peacetime  abundance  as  we 
did  for  the  war  effort?  Why  can  we  not  plan  for  adequate  living  standards  and 
economic  opportunity  as  we  did  for  grim  destruction? 

The  American  Veterans  Committee  at  its  constitutional  convention  at  Des 
Moines,  low'a,  June  14-16,  1946,  under  part  V of  its  domestic-affairs  platform, 
passed  the  following  six  resolutions  with  regard  to  industry: 

1.  Business  management  not  only  has  a responsibility  to  the  owmers  of 
business  but  it  also  has  a social  responsibility  to  labor  and  the  public.  It 
must  constantly  attempt  to  provide  full  and  increasing  production,  full 
emplovment,  and  greater  business  efficiency.  When  business  management 
falls  dWn  on  this  social  responsibility,  proposals  and  action  are  bound  to 
ensue  which  it  then  claims  are  inimical  to  business. 

2.  We  believe  that  American  democracy  requires  efficient  and  prosperous 
small  business.  We  therefore  recommend  a liberal  credit  system  for  small 
businessmen,  legislation  to  provide  them  wnth  adequate  market  research  and 
scientific  and  technological  service,  and  the  granting  to  them  of  preference 
over  big  business  in  obtaining  surplus  war  materials  and  surplus  plant 
facilities 

3.  We  consider  the  antiirnst  laws  to  be  basic  American  policy.  We  therefore 
oppose  the  removal  of  any  industry  from  the  operations  of  these  laws  and  urge 
their  effective  enforcement.  In  those  industries  where  the  enforcement  of  the 
antitrust  laws  do  not  insure  adequate  competition  and  where  artificially  high 
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prices  may  be  maintained,  production  limited,  and  opportunities  for  employ- 
ment destroyed  we  favor  effective  Government  control  or  ownership. 

4.  We  oppose  restrictive  legislation  on  legitimate  cooperative  societies. 

5.  We  urge  the  elimination  of  regional  discrimination  in  freight  rate 
differentials. 

6.  We  recommend  the  retention  or  reestablishment  of  production  controls 
until  normal  demand  and  supply  relationships  exist. 

Although  all  the  above  six  resolutions  are  directly  of  concern  to  your  com- 
mittee, resolution  No.  3 seems  to  apply  directly  to  the  question  of  antimonopoly 
legislation. 

In  order  to  implement  these  resolutions  the  national  planning  committee  of  the 
American  Veterans  Committee  in  its  quarterly  meeting,  November  9-11,  1946, 
stated  that  AVC  should  support  "legislation  directed  against  monopolies  and 
concentration  of  economic  power.” 

Please  be  assured  of  the  full  cooperation  of  the  American  Veterans  Committee 
in  any  legislative  program  designed  either  to  investigate  or  correct  present  eco- 
nomic trends  in  this  field. 

Sincerely  yours, 

Chat  Paterson, 

National  Legislative  Representative, 
American  Veterans  Committee  {AVO. 


OTHER  REPLIES 

League  of  Women  Voters, 
Washington  6,  D,  C.,  October  29,  1946, 

Hon.  Estes  Kefauver, 

Chairman,  Monopoly  Subcommittee, 

House  of  Representatives,  Washington,  D.  C, 

Dear  Mr.  Kefauver:  The  League  of  Women  Voters  has,  as  part  of  its  active 
current  agenda,  support  of  "governmental  economic  policies  which  * * * 

stimulate  maximum  production  and  employment.”  This  is  a purposely  broadly 
w'orded  item,  as  league  members  throughout  the  country  are  in  the  process  of 
finding  agreement  on  specific  Government  activities  which  the  league  will  support 
to  promote  this  objective. 

The  league  has  taken  the  position  that  “to  maintain  a high  level  of  employment 
it  wall  be  necessary  to  use  the  Nation's  resources  to  the  fullest.  Restrictive  prac- 
tices such  as  limitations  of  output,  narrow  patent  arrangements,  limited  avail- 
ability of  capital,  monopolistic  cartel  agreements,  and  other  practices  wdiich  result 
in  less  than  maximum  employment  of  available  resources  must  be  abandoned, 
whether  practiced  by  business  or  labor.” 

While  this  organization  is  not  qualified  to  express  an  opinion  on  the  extent  and 
present  seriousness  of  concentration  of  economic  powder,  it  fully  supports  the  objec- 
tive of  your  committee  "to  explore  the  effectiveness  of  the  Government's  program 
to  coinbat  the  growth  of  economic  concentration.”  For  only  on  the  basis  of  a 
careful  analysis  of  the  present  economic  structure  of  the  country  and  the  present 
effectiveness  of  monopoly  controls,  can  intelligent  citizen  action  to  promote 
economic  stability  take  place. 

Sincerely  yours, 

Anna  Lord  Strauss,  President. 


REPLIES  TO  PRESS  RELEASE  OF  MONOPOLY  SUBCOMMITTEE 

[For  release  a.m.,  Monday,  October  21. 1946] 

Washington,  D.  C.,  October  17,  1946. — Representative  Estes  Kefauver,  of 
Tennessee,  chairman  of  the  Monopoly  Subcommittee  of  the  House  Small  Business 
Committee,  todaj^  asked  major  American  business,  labor,  and  agricultural  organ- 
izations for  their  views  on  the  extent  and  seriousness  of  concentration  of  economic 
power. 

He  said  that  he  had  wTitten  letters  to  most  of  the  major  organizations  in  the 
country,  particularly  those  w'ho  had  planned  to  testify  in  public  hearings  before 
the  committee,  asking  their  view's  on  the  present  seriousness  of  concentration  of 
economic  pow'er  and  what  action  they  felt  should  be  taken  to  meet  the  problem. 

The  organizations  included  the  National  Association  of  Manufacturers,  the 
United  States  Chamber  of  Commerce,  New'  Council  of  American  Business,  the 
National  Cooperative  Council,  and  various  labor  and  agricultural  groups,  includ- 
ing the  CIO,  AFL,  and  the  American  Farm  Bureau  Federation. 
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Representative  Kefauver  said  that  some  members  of  the  organizations  he  had 
written  to  had  expected  to  testify  on  the  problem  before  the  Monopoly  Subcom- 
imttee  and  that  in  view  of  the  cancellation  of  the  public  hearings  they  were  being 
requested  to  submit  w'hat  information  they  had  in  written  form  so  that  it  could 
be  made  a part  of  the  record. 

*‘We  also  would  welcome  any  suggestions  or  recommendations  concerning  the 
question  of  economic  concentration  from  any  individual  or  group,”  Representative 
Kefauver  said.  “This  problem  touches  the  pocketbooks  of  hundreds  of  thousands 
of  business  enterprises,  and  we  would  like  to  obtain  a broad  cross  section  of  the 
difficulties  and  problems  of  as  many  industries  as  possible  before  reaching  any 
conclusion  regarding  the  situation.”  He  emphasized  that  any  such  material 
must  be  in  the  committee's  hands  by  November  1 to  be  considered  for  inclusion 
in  the  committee's  final  report. 

The  Monopoly  Subcommittee  was  organized  on  June  7,  1946,  to  make  an  in- 
tensive study  of  the  manner  in  w'hich  the  various  Government  agencies  were 
combating  the  growth  of  economic  concentration  and  strengthening  the  com- 
petitive position  of  small  business.  Public  hearings  which  had  been  scheduled 
to  begin  October  15  were  canceled  last  week  because  of  the  fact  that  the  members 
were  unable  to  devote  sufficient  time  during  the  rest  of  the  year  to  do  justice  to 
the  subject. 

“However.”  Representative  Kefauver  said,  “results  of  a staff  investigation  of 
some  5 months  were  reviewed  this  week.  The  findings  so  far  have  been  so  sig- 
nificant that  it  was  deemed  mandatory  to  continue  the  work.  Therefore  the 
committee  has  determined  to  augment  its  work  with  the  evidence  available  from 
industry,  labor,  and  agriculture  and  to  issue  a report  summarizing  its  findings 
and  recommendations  to  the  Congress.” 


November  7,  1946, 

Hon.  Estes  Kefauver, 

Chairman,  Committee  on  Monopoly, 

Select  Committee  to  Investigate  and 

Study  Problems  of  Small  Business,  Washington,  D.  C. 

My  Dear  Congressman:  Complying  with  your  invitation,  I submit  for  the 
consideration  of  your  subcommittee  this  summary  statement  regarding  “con- 
centrated economic  powder”  as  affecting  small  business.  This  statement  is  greatly 
condensed  and  abbreviated,  because  I understand  you  wish  me  to  amplify  it  in 
an  oral  prevSentation  before  your  subcommittee.  For  use  in  your  subcommittee, 
I enclose  three  additional  copies,  and  I shall  be  glad  to  furnish  additional  copies 
if  you  desire. 

a remedy  tfiat  is  worse  than  the  disease 

The  problem  of  small  business  is  basically  this:  How"  can  small  business' become 
larger  and  more  efficient,  so  as  to  comp>ete  more  effectively  with  larger  and  more 
efficient  business  units? 

Legislation  condemning  pygmies  to  continue  to  be  pygmies  cannot  help  the 
pygmies. 

Such  legislation  cannot  solve  but,  on  the  contrary,  w ill  only  intensify  the  prob- 
lem of  small  business. 

If  pygmies  have  to  com^x>te  with  giants,  it  will  gratuitously  help  the  giants, 
and  cruelly  hurt  the  pygmies,  to  enact  legislation  that  will  prevent  pygmies  from 
ever  approximating  by  merger  or  acquisition  of  assets  the  size  and  efficiency 
that  giants  have  already  achieved. 

This  is  the  fallacy  of  H.  R.  5535,  which  proposes  to  amend  section  7 of  the 
Clayton  Act  so  as  to  forbid  acquisition  of  assets  of  competing  corporations. 

'fhis  amendment  will  insure  all  large  corporations  against  the  possibility  that 
any  of  their  smaller  competitors  can  ever  approximate  by  merger  or  acquisition 
of  assets  the  size  and  efficiency  that  the  large  corporations  have  already  achieved. 

By  thus  freezing  each  competitive  unit  to  its  present  size  and  efficiency,  except 
as  changed  by  the  slow  process  of  self-grow  th  w ithout  merger  or  new  acquisition, 
this  amendment  will  lay  the  dead  hand  of  arrested  development  upon  the  entire 
national  economy. 

Consider  a medium-  or  small-sized  company  which,  by  reason  of  internal 
difficulties,  or  business  conditions,  or  the  death,  age,  ill  health,  or  anticipated 
tax  problems  of  individuals,  or  other  causes,  wants  to  sell  out. 

Its  best  market,  if  not  the  only  one,  is  among  other  companies  in  the  same 
line,  generally  competitors. 
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By  this  amendment,  the  sale  of  the  business  as  a going  unit  will  be  forbidden, 
and  the  business  will  have  to  be  disposed  of  piecemeal,  with  no  way  of  getting 
anything  for  the  good  will. 

There  will  be  no  market  for  disposing  of  many  medium-  and  small-priced 
enterprises  that  will  hi  ve  to  be  sold. 

what  is  “concentrated  economic  power”? 

Except  for  American  production.  Hitler  and  Tojo  would  have  conquered  the 
world. 

Small  business  did  all  it  could,  but  the  main  burden  of  delivering  the  production 
that  won  the  victory  for  America  and  the  Allies  fell  upon  the  selfsame  American 
corporations  that  today  are  being  denounced  for  their  “concentrated  economic 
power.” 

America  and  all  of  its  Allies  had  to  depend  on  the  “concentrated  economic 
power”  cf  these  American  corporations,  because  neither  Great  Britain  nor  the 
Soviet  Union  nor  any  of  the  other  Allies  possessed  any  comparable  “concentrated 
economic  power.” 

Except  for  these  American  corporations,  which  today  are  being  pilloried  for 
their  “concentrated  economic  power,”  America  and  all  the  rest  of  the  world 
would  now  be  vassals  of  Hitler  and  Tojo. 

This  is  something  that  is  never  mentioned  by  the  Federal  Trade  Commission 
and  the  other  Government  bureaus  and  bureau  chiefs  w'ho  are  now"  agitating  for 
more  legislation  to  “save  small  business.” 

If  there  be  any  danger  in  ** concentrated  economic  power,''  it  can  be  fully  cor- 
rected, without  any  more  legislation,  if  the  Attorney  General  and  the  Federal  Trade 
Commission  mil  simply  enforce  the  laws  they  already  have. 

Since  1930,  when  the  P'ederal  Trade  Commission  began  to  recommend  that 
section  7 of  the  Clayton  Act  be  amended  so  as  to  forbid  acquisition  of  assets  of 
competing  corporations,  and  particularly  since  1941,  when  the  Temporary  Na- 
tional Economic  Committee  reiterated  this  recommendation,  the  membership  of 
the  Supreme  Court  has  greatly  changed,  and  in  successive  decisions  the  Court 
has  sharpened  and  expanded  the  prohibitions  of  the  antitrust  law"s,  so  that  today 
the  existing  laws  give  full  protection  against  any  possible  danger  in  “concentrated 
economic  power.” 

This  is  impressively  shown  in  the  final  decision  on  March  12,  1945,  in  the 
Government's  Sherman  Act  proceeding  against  the  Aluminum  Co.  of  America, 
V,  S,  V.  Alurninum  Company  of  America  (148  F.  2d  416,  C.  C.  A.  2 C.),  and  in 
the  final  decision  on  June  10,  1946,  in  the  Government's  Sherman  Act  proceeding 
against  American  Tobacco  Co.  et  al.,  American  Tobacco  Company  et  al.  v.  U.  S. 
(Supreme  Court,  not  yet  officially  reported). 

Here  the  circuit  court  of  ap]>eals  and  the  Supreme  Court,  without  a dissent 
from  any  member  of  either  court,  have  held  that  the  antitrust  laws  prohibit  any 
economic  concentration  that  has  the  power  to  raise  prices  and  exclude  competition, 
even  though  it  never  exercises  such  power. 

To  the  .same  effect,  see  also  the  decision  of  Judge  Lindley  on  September  21, 
1946,  in  the  United  States  district  court  at  Danville,  III.,  in  the  Government's 
Sherman  Act  proceeding  against  the  Great  Atlantic  & Pacific  Tea  Co.,  U.  S.  v. 
The  New  York  Great  Atlantic  & Pacific  Tea  Company,  Inc.  (D.  C.  E.  D.  111.,  not 
yet  officially  reported). 

After  quoting  the  Supreme  Court's  June  10,  1946,  decision  in  the  Tobacco  case, 
Judge  Lindley  states  in  his  September  21,  1946,  decision: 

“Centralization  of  industry  and  population  have  led  to  centralization  of  gov- 
ernmental authority  and  a greater  extension  of  governmental  participation  in  our 
private  affairs.  Over  a period  of  years,  legislation  has  been  the  congressional 
remedy,  resulting  in  more  and  more  regulation.  Whether  this  greatly  centralized 
regulation  constitutes  a urise  policy,  of  course,  is  not  for  the  courts  to  decide,  for  it  is 
by  the  standard  of  policy  established  by  our  policy  makers,  our  Congress,  that 
w"e  must  test  the  legality  of  alleged  transgressions.  * * * 

^^Sometimes  I doubt  whether  we  ever  needed  the  Robinson-Patman  law,  with  all 
its  elusive  uncertainty.  I have  thought  that  the  Sherman  Act,  properly  interpreted 
and  administered,  would  have  remedied  all  the  ills  meant  to  be  cured.  More  compre- 
hensive language  than  that  found  in  the  Sherman  Act  is  difficult  to  conceive.  De- 
clared illegal  in  section  1 is  ‘every  contract,  combination  in  the  form  of  trust  or 
otherwise,  or  conspiracy,  in  restraint  of  trade  or  commerce  among  the  several 
States  * * and  ‘every  person'  who  shall  make  such  a contract  or  engage 

in  such  a combination  or  conspiracy  is  deemed  guilty  of  a misdemeanor.  Section 
2 is  not  less  sw'eeping.  ‘Every  person'  who  monopolizes,  or  attempts  to  monop- 
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olize,  or  conspires  with  *any  other  person'  to  monopolize,  *any  part  mf  the  trade 
or  commerce  among  the  several  States'  is,  likewise,  deemed  guilty  of  a mis- 
demeanor. / The  text  reveals  a carefnlly  studied  attern])t  to  bring  within  the  act 
every  person  engaged  in  business  whose  activities  might  restrain  or  monopolize 
commercial  intercourse  among  tlie  States.  That  Congress  desired  to  go  to  the 
uttnost  extent  of  its  constit  utional  power  in  preventing  restraints  of  trade  and  attempts 
to  monopolize,  such  as  the  information  charges  here,  appears  very  clear.  The 
obvious  purpose  was  to  use  that  power  to  preserve  a competitive  business  econ- 
omy. This  plan,  this  mechanism,  did  not  break  down;  it  has  never  needed  more 
than  proper  execution  and  proper  enforcement.  Too  often,  I fear,  we  enact  a new 
law  to  cure  maladministration  of  an  old  one.  So  Congress  enacted  the  Robinson- 
Patman  Act.  I doubt  if  any  judge  would  assert  that  he  knows  exactly  what  does  or 
does  not  amount  to  violation  of  the  Robin.wn- Patman  Act  in  any  and  all  instances. 
Mr.  Chief  Justice  Hughes  exclaimed  to  the  Federal  Bar  Association  in  1931; 
‘How  difficult  it  is  to  secure  legislation  that  is  simple  and  tmequivocal.'  The 
early  comment  of  Bentham  is  applicable;  * * these  lawbooks  must  be 

made  up  into  sentences  of  moderate  length,  such  as  men  use  in  common  con- 
versation, and  such  as  the  laws  are  written  in  in  France,  with  no  more  words 
than  are  necessary;  not  like  the  present  statutes  in  which  I have  seen  a single 
sentence  take  up  iS  such  pages  as  would  fill  a reasonable  volume,  and  not  finished 
after  all.  + * 

Later  Congress  enacted  the  Miller-Tydings  law,  so  that  ?ioiv  the  American  merchant 
7nust  steer  his  course  between  the  perils  oj  Scylla  on  one  side  and  Charybdis  on  the 
other,  for  under  the  fair  trade  acts  of  various  States  and  the  Antitrust  Act  of  the  F ederal 
Government,  the  merchant  must  steer  his  course  between  two  fatal  hazards.  * * • *** 

[Italics  mine.] 

What  Judge  Lindley  here  says  deseiv<?s  careful  pondering. 

What  is  needed,  as  Judge  Lindley  shows,  is  not  more  legislation,  but  simply  the 
enforcement  of  the  laws  which  the  Attorney  General  and  the  Federal  Trade  Com- 
mission already  have.  . j . 

What  small  business  needs  is  to  be  saved  from  those  of  its  friends  m Congress 
who,  in  their  eagerness  to  “save  small  business,”  fall  into  the  error  Judge  J^indley 
describes,  and  “enact  a new  law  to  cure  maladministration  of  an  old  one.” 

Here  an  additional  point  is  pertinent  with  respect  to  the  Federal  Trade  Com- 
mission, which  has  been  recommending  an  amendment  of  section  7 of  the  Clayton 
Act  ever  since  1930. 

In  1926,  in  Federal  Trade  Commission  v.  Western  Meat  Co.,  Thatcher  Manu- 
facturing Co.  v.  Federal  Trade  Commission,  Swift  and  Co.  v.  Federal  Trade  Comxnis- 
sion  (272  U.  S.  554),  the  Supreme  Court  in  5 to  4 decisions  ruled  against  the 
Commission's  interpretation  of  section  7 of  the  Clayton  Act  as  then  and  now  exist- 
ing. The  dissenting  Justices  here  were  Chief  Justice  Taft,  Justice  Holmes, 

Justice  Brandeis,  and  Justice  Stone.  , ^ • 

In  1934,  in  Arrow-Hart  cfc  liegeman  Electric  Co.  v.  Federal  Trade  Commission 
(291  U.  S.  587),  the  Supreme  Court  in  another  5 to  4 decision  again  ruled  against 
the  Commission's  interpretation  of  section  7 of  the  Clayton  Act  as  then  and  now 
existing.  The  dissenting  Justices  here  were  Chief  Justice  Hughes,  Justice 
Brandeis,  Justice  Stone,  and  Justice  Cardozo. 

These  are  the  Supreme  Court  decisions  that  have  prompted  the  Commission 
to  recommend  ever  since  1930  that  section  7 of  the  C^layton  Act  be  amended  so 
as  to  forbid  acquisition  of  assets  of  conqx^ting  corporations. 

But  the  membersliip  of  the  Supreme  Court  has  completely  changed  since  1930. 

All  the  present  members  of  the  Supreme  Court  began  their  service  in  that 
C^ourt  in  the  period  from  1937  to  date,  and  throughout  this  period  the  Court  has 
more  and  more  expanded  its  interpretation  of  the  Sherman  Act  and  the  Clayton 
Act  and  the  Federal  Trade  Commission  Act,  so  as  to  extend  the  prohibitions  of 
these  laws  over  more  and  more  practices  that  heretofore  have  generally  been 
regarded  as  lawful. 

A multitude  of  instances  can  be  cited,  demonstrating  this  profound  change  in 
the  Supreme  Court,  and  this  present  trend  in  the  ('ourt  as  now  constituted,  and 
demonstrating  also  how  the  present  C’ourt  is  now  expanding  the  interpretations 
and  prohibitions  of  these  laws,  and  how  alert  the  Attorney  General  has  been  to 
take  up  to  the  Supreme  Court  as  now  constituted  new  cases  for  the  purpose  of 
obtaining  froni  the  present  CJourt  decisions  applying  and  enforcing  the  present 
Court's  expanded  interpretations  and  prohibitions  of  the^  Sherman  Act,  which  is 
the  act  that  the  Attorney  General  is  charged  with  enforcing. 

Why  is  not  the  Federal  Trade  Commission  equally  alert  to  take  up  to  the  Su- 
preme Court  as  now  constituted  new  cases  for  the  purpqse  of  obtaining  from  the 
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present  Court  decisions  that  will  reverse  the  5-to-4  rulings  in  the  old  Court's  1926 
and  1934  decisions  regarding  section  7 of  the  Clayton  Act  as  ihen  and  now 
existing? 

Isn^t  it  plain  that  what  is  now  needed  is  not  more  legislation,  but  simply  the  enforce- 
ment of  the  laws  which  the  Attorney  General  and  the  Federal  Trade  Commission 
already  have? 

This  statement  is  greatly  condensed  and  abbreviated,  and  I stand  ready  to 
amplify  it  in  an  oral  presentation  before  your  subcommittee. 

With  cordial  regards  and  all  good  wishes,  I am, 

Sincerely  yours, 


Gilbert  H.  Montague. 


Statement  Made  to  the  Monopoly  Subcommittee  of  the  Select  Committee 

ON  Small  Business  of  the  Seventy-ninth,  Congress,  October  28,  1946 

Mr.  Chairman  and  Members  of  your  committee,  I am  thankful  for  the  privilege 
of  presenting  to  you  my  ideas  on  big  business  in  reference  to  its  detrimental  effect 
on  small  business. 

1 wish  to  identify  myself  by  stating;  My  name  is  T.  J.  Priestley,  Jr.,  president 
of  the  Priestley  Printers,  321  South  Juniper  Street,  Philadelphia,  Pa.  I am  a 
charter  member  of  the  National  Small  Businessmen's  Association.  My  studies 
of  the  United  States  census  statistics  for  the  years  1925  to  1939  make  me  believe 
that  I am  competent  to  give  you  the  benefit  of  my  deductions. 

My  theme  is  “A  graduated  tax  on  gross  business,”  applied  in  each  line  of  enter- 
prise in  arithmetical  progression  according  to  “fair  amounts.” 

The  “fair  amounts”  are  to  be  determined  by  taking  the  total  yearly  sales  trans- 
actions in  each  line  and  divide  that  amount  by  the  number  of  enterprises  in  each 
line.  The  quotient  will  be  the  “fair  amount”  for  the  purpose  of  taxation. 

This  tax  is  somewhat  similar  to  the  present  personal  income  tax;  but  by  my 
plan  we  put  science  in  taxation  which  is  lacking  in  the  personal  income  tax;  be- 
cause all  corporations  increase,  or  should  increase,  their  profits  in  direct  propor- 
tion to  their  transactions,  or  sales. 

In  presenting  iny  testimony,  I wish  to  assure  you,  at  the  outset,  that  I hold  no 
grudge  against  big  business,  as  such;  even  though  its  bigness  has  grown  to  such 
dimentions  that  is  is  termed  “monopoly.” 

Rather  would  I praise  the  singular  ability,  foresight,  initiative  and  aggressive- 
ness which  enable  a person,  or  an  associated  group  of  persons,  to  push  an  enter- 
prise to  the  forefront,  provide  employment  on  a large  scale,  and  give  the  public 
the  benefit  of  lower  prices  for  the  necessities  or  luxuries  of  life, 

I glory  in  the  American  way  of  life  which  has  laid  open  opportunity  for  all 
ambitious,  capable  persons  to  forge  ahead;  to  acquire  education;  to  start  a new 
business  and  to  nurture  it,  without  unnecessary  hindrance,  to  any  size  or  earning 
power  within  the  limits  of  the  individual's  native  ability  and  talent. 

It  is  this  American  policy  of  equal  opportunity  and  individual  freedom  that  has 
permitted  the  unparalleled  progress  which  these  United  States  of  America  have 
achieved.  When  you  stop  to  think  that  in  the  comparatively  brief  period  of  170 
years,  our  country  has  outstripped  all  others  in  standard  of  living,  individual 
wealth,  and  other  evidences  of  well-being,  the  American  policy  of  free  enterprise 
and  unlimited  opportunity  seems  hardly  short  of  miraculous. 

Other  countries  with  thousands  of  years'  start  on  us — long  established  when  our 
Nation  was  born  and  in  flourishing  condition  according  to  the  standards  of  1776 — 
have  made  little  of  their  inherited  advantages  in  comparison  with  the  progress  in 
America. 

What  but  admiration  can  we  offer  the  descendants  of  those  pioneers  who, 
today,  keep  on  exploring  the  possibilities  of  our  free  economy,  continue  to  look 
beyond  the  present  and  envision  new  triumphs  over  poverty,  limited  opportunity, 
and  meager  wealth? 

The  qualities  which  mark  those  progressive  business  men,  women,  and  corpora- 
tions have  made  possible  our  triumphs  in  wars  against  sinister  enemies  of  civiliza- 
tion and  progress;  have  saved  our  people  the  horrors  and  humiliation  of  defeat — 
in  .spite,  may  I say,  of  the  interference  of  alien-inspired  strikes  and  disloyal  propa- 
ganda planned  to  create  strife  between  employer  and  employee:  to  weaken  belief 
in  our  way  of  life;  to  destroy  private  enterprise;  in  spite,  also,  of  the  unfair  accusa- 
tions hurled  against  the  creators  of  jobs  by  eminent  Government  officials  and 
unwarranted  taunts  expressed  in  such  terms  as  “economic  royalists,”  “forces  of 
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evil/’  ^'princes  of  privilege/’  and  other  bits  of  insolence  and  spite  hurled  against 
the  creators  of  opportunity  for  the  less  gifted. 

Study  the  achievements  of  any  of  these  so-called  economic  royalists — Henry 
Ford,  for  example — who  believed  in  dispersing  concentrated  industries  and  spread- 
ing their  employment-creating  influence  over  numeoiis  areas.  Such  examples  of 
broad-minded,  successful  men,  make  it  evident  that  great  industrial  and  com- 
mercial enterprises  can  be  built  without  injury  to  small  concerns.  They  have 
brought  into  being  many  other  smaller  enterprises,  independent  of  their  own, 
and  supplied  these  smaller  concerns  with  the  lifeblood  of  business — orders.  From 
such  examples  and  many  others,  it  is  crystal  clear  that  big  business  can  be,  and 
usually  is,  a blessing  to  mankind,  not  a curse.  • 

Instead  of  following  unfair  and  illogical  tactics  to  attain  a desirable  objective — 
the  prevention  of  improper  restraints  of  trade — we  would  do  better  to  get  at  the 
bottom  of  the  problem  and  devise  methods  of  restraint  by  taxation  which  would 
naturally  turn  big  business  away  from  injuring  small  business  and  give  all  an 
equal  chance  to  forge  ahead  and  attain  the  fullest  possible  measure  of  life, 
liberty,  and  the  pursuit  of  happiness”  without  unjustly  retarding  one  another. 

The  solution  of  the  monopoly  problem,  in  my  opinion,  does  not  lie  in  applying 
unjust  restrictions  upon  the  concerns  that  create  the  most  jobs,  provide  the  great- 
est economies  for  the  general  public  and  build  giant  enterprises  of  maximum 
stability,  usefulness,  and  employing  power. 

The  solution  lies,  I believe,  in  adoj)ting  the  fairest  apportionment  of  taxes 
among  small,  medium-size,  and  large  business  concerns. 

Experience,  observation,  and  reasoning  make  it  crystal  clear  that  great  con- 
solidations of  similar  businesses  into  tremendously  larger  units,  employing  modern 
mass-producing  machinery  and  equipment,  tend  to  eliminate  small  business  con- 
cerns and  to  increase  work  output  per  person  employed. 

It  has  been  demonstrated,  in  this  connection,  that  25  individual  business  units 
employing  100  workers  each,  produce  no  larger  work  output  than  one  such  enter- 
prise employing  but  62  workers,  but  operated  under  modern  production  methods 
with  efficient,  mass-production  machinery. 

In  other  words,  the  big  concerns,  modernly  operated,  render  society  a service 
at  less  cost  than  the  same  number  of  workers  scattered  among  a number  of  small 
concerns  not  having  producing  equipment  of  maximum  efficiency. 

Instead  of  fearing  or  discouraging  the  use  of  labor-saving  methods  and  devices 
which  enable  1 worker  to  produce  vviiat  2,  3,  5,  or  10  produced  before,  we  should 
be  trying  to  find  a plan  whereby  this  gain  in  production  per  worker  can  be  utilized 
to  the  benefit  of  all  of  us  without  throwing  1,  2,  3,  5,  or  10  others  out  of  employ- 
ment or  reducing  the  wages  of  those  who  are  employed. 

Nor  should  the  3-percent  producing  units  of  very  large  capacities  kill  the  97 
percent  of  smaller  business  concerns  bv'  virtue  of  these  labor-saving  methods, 
machines,  and  devices  linked  with  large,  strongly  entrenched  financial  resources. 

To  overcome  the  handicaps  under  wliich  the  small-business  concern  labors,  we 
must  find  a way  by  which  a farmer,  for  example,  with  only  150  acres  can  compete 
with  a large  wheat  growers'  corporation  having  137,000  acres  in  wheat,  which  it 
cultivates,  plants,  harvests,  and  processes  by  the  most  up-to-c^te  labor-saving 
machinery  and  methods.  We  must  find  a way,  likewise,  by  which  a manufacturer 
with  a monthly  output  of  but  $5,000  can  compete  with  a manufacturer  of  the 
same  class  of  product  producing  $1,000,000  worth  monthly. 

Government  statistics  prove  that  corporations  increase  their  profit  advantage 
very  materially  in  direct  proportion  to  the  comparative  gross  total  of  their  sales. 

It.  is  evident  that  taxes  should  be  bas(‘d  upon  gross  sales,  in  accordance  with  the 
wisely  established  principle  that  taxes  should  be  levied  in  proportion  to  the  ability 
to  pay.  It  proves  that  progressive  taxation  on  gross  sales  is  the  only  honest,  fair, 
and  logical  method  of  taxation. 

It  is  not  beneficial  to  society  to  tax  big  business  to  such  an  extent  that  it  cannot, 
by  competence  and  economical  inethod.s,  gain  a fair  profit. 

To  make  these  points  clear,  I refer  to  the  United  States  Comparative  Census 
Report  of  Manufacturers  for  1929  and  1937,  which  is  as  follows: 
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This,  it  will  be  observed,  gives  the  amount  of  production  per  worker  and  shows 
that  the  value,  per  wage  earner,  added  by  manufacturing,  increases  quite  ma- 
terially according  to  the  relative  size  of  establishments.  So  you  can  see  how 
inequitable  are  both  wage-and-hour  laws  and  social-security  taxes  on  all  but  the 
largest  corporations. 

They  show,  for  example,  that  the  production  per  worker  in  the  lowest  volume 
bracket  was  but  S3, 570  in  1937;  in  the  middle  bracket,  $5,274;  while  in  the  highest 
bracket,  with  superefficient  mass-production  machinery,  production  per  man  was 
$12,959. 

They  further  show'  that  if  a man  producing  but  $3,570  worth  of  output  in  the 
smaller  concerns  was  transferred  to  one  of  the  largest,  having  technological  ad 
vantages  and  mass-producing  machinery,  he  would  produce  $12,959  worth  of 
output. 

If  all  the  larger  corporations  were  taxed  to  the  full  extent  of  their  producing 
advantage  over  a corporation  doing  but  $100,000,  the  United  States  Treasury 
would  have  received  $21,963,353,488  even  though  the  output  of  manufacturers 
for  1937  totaled  but  $60,712,871,737. 

By  slashing  prices  and  other  unfair  competitive  acts,  paying  a few'  dummy 
officers  exorbitant  salaries  and  otherwise  covering  up  profits,  a concern  doing 
$1,000,000  worth  of  business  could  show'  a loss  of  $5,000  and  thereby  escape  pay- 
ment of  Federal  Income  taxes. 

Another  indentical  corporation  doing  $1,000,000  w'orth  of  business,  by  efficient 
management  and  honest  bookkeeping,  W'ould  show  a profit  of  $75,000  and  pay 
the  Federal  Government  approximately  $60,000  in  taxes. 

This  shows  that  the  net-tax  plan  is  incompetent  and  unfair  to  business. 

When  we  look  back  at  the  achievements  of  mankind  in  raising  living  standards, 
creating  useful  inventions,  making  life  easier,  increasing  speed  in  transportation, 
raising  the  standards  of  both  health  and  w'ealth,  extending  education,  stepping  up 
culture,  and  all  other  evidences  of  progress,  w'e  can  liardly  fail  to  notice  that  these 
advances  have  come  about  as  w'e  learned  to  adhere  to  the  law's  of  God,  or  Nature's 
laws. 

Our  forefathers  had  some  very  definite  and  perfectly  sound  ideas  of  God's  law's 
as  “instruments  of  democracy"  to  facilitate  the  “pursuit  of  happiness"  and  well 
being;  to  “assume  among  the  powers  of  the  earth,  the  separate  and  equal  station 
to  which  the  laws  of  Nature  and  of  Nature's  God  entitles  them." 

“We  hold  these  truths  to  be  self-evident,"  wrote  these  patriots,  “that  men  are 
endowed  by  their  Creator  with  certain  inalienable  rights,  that  among  these  are 
life,  liberty,  and  the  pursuit  of  happiness." 

The  principle  of  ability  to  pay  makes  me  believe  that  a graduated  gross-busi- 
ness tax  would  be  a still  nearer  approach  to  the  right  instruments  of  democracy. 

These  “instruments  of  democracy"  must  have  been  right  to  have  worked  so  well 
and  so  long. 

Every  undertaking,  every  science — sociology;  political  science;  the  science  of 
mechanics;  the  science  of  taxation;  or  any  body  of  “organized  knowledge"' can 
w'ork  efficiently  and  resultfully  only  if  the  laws  of  God  are  recognized,  followed,  and 
obeyed. 

In  the  less  exact  sciences  of  politics,  economics,  and  sociology;  statesmen, 
politicians,  and  economists  have  failed  when  they  failed  to  adhere  to  God's  laws. 
I am  as  sure  that  His  laws  are  as  applicable  to  the  science  of  democracy  as  they  are 
to  all  sciences,  even  though  their  direction  may  be  less  clear. 

Without  changing  the  spirit  of  that  law,  the  sixteenth  amendment  to  our 
Constitution  came  a little  closer  to  God's  law'  by  establishing  the  principle  of 
ability  to  pay  as  a correct  basis  for  taxation  and  making  it  possible  to  adopt  th(‘ 
graduated  gross-business  tax  w'ithout  changing  a single  w'ord  of  our  Constitution. 

Equitable  assessment  of  taxes  in  ratio  to  total  volume  of  business  would  go  far 
tow'ard  correct  distribution  of  the  tax  load  so  that  the  small  enterprise  would 
not  be  handicapped,  as  it  now  is,  by  a load  of  taxation  far  out  of  line  in  ratio  to 
its  volume  of  business. 

A single  tax,  logically  applied;  a fair  rate  of  tax  w'ould  provide  enough  revenue 
for  legitimate  needs  of  government — Federal.  State,  and  municipal — and  exam- 
ination of  the  operation  of  the  graduated  gross-business  tax  which  I propose  will 
prove  that  it  will  provide  this  fair  distribution  of  tlie  tax  load  among  large, 
medium-sized,  and  small  business  enterprises  and  professions. 

This  one,  over-all,  equitable  tax  w'ould  eliminate  most  other  taxes,  excepting 
the  personal-income  tax  and  a few'  excise  taxes  such  as  are  levied  on  liquor, 
cigarettes,  etc.  The  Federal  Government  should  return  to  eacli  State  a suitable 
* percentage  of  the  taxes  collected  w'ithin  that  State.  Tlie  Stat(*s,  likewise,  sh.oukl 


L 


\ turn  over  to  the  municipalities  w'ithin  their  borders,  a suitable  portion  of  the 

; taxes  collected  therein — in  order  to  have  but  a single  tax  on  business. 

I In  closing,  I wish  to  state  that  statistics  prove  that,  in  order  to  have  a balanced 

economy,  90  wage  earners  out  of  each  1,000  of  population  must  be  employed  in 
manufacturing  establishments.  In  1939  there  w'ere  86;  1920,  75;  1921,  65;  1922, 
72;  1923,  79;  1924.  76;  1925,  73;  1926,  72;  1927,  70;  1928,  72;  1929,  73;  1930,  62; 
1931,  52;  1932,  42;  1933,  38;  1934,  38;  1935,  56;  1936,  60;  1937,  65;  1938,  52; 
1939,  48. 

Since  1919  our  ix^pulation  has  increased  more  than  35,000,000  . 

In  1900  there  were  144  persons  in  our  population  to  each  manufacturing  estab- 
lishment. In  1901  there  were  199;  1902,  239;  1903,  294;  1904,  381;  1905,  370; 
1906,  361;  1907,  352;  1908,  344;  1909,  336;  1910,  341;  1911,  345;  1912,  349;  1913, 

, 353;  1914,  357;  1915,  378;  1916,  402;  1917,  427;  1918,  455;  1919,  486;  1920,  514; 

I 1921,  542;  1922,  556;  1923,  564;  1924,  585;  1925,  696;  1926,  611;  1927,  613;  1928, 

' 592;  1929,  574;  1930,  635;  1931,  710;  1932,  801;  1933,  816;  1934,  1,055;  1935,  916; 

4 1936.  1,160;  1937,  1,52^;  1938,  1,642;  1939,  1,775. 

^ The  following  is  a true  statement  taken  from  the  United  States  Census  of 

i Manufactures  for  the  years  1929,  1937,  and  1939: 

, Number  of  men  emploved  in  manufacturing:  1929.  8,838,743;  1937,  8,569,231; 

^ 1939,  7,886,567. 

Total  amount  of  products:  1929,  $70,434,863,443;  1937,  $60,712,871,737;  1939, 
$56,843,024,800. 

' Total  wages  paid  to  emplovees:  1929,  $11,620,973,254;  1937,  $10,112,282,711; 

1939,  $9,089,940,916. 

An  Executive  Order  No.  9152,  dated  April  29,  1942,  prohibited  the  United 
States  Bureau  of  the  Census  from  divulging  the  statistics  for  1941. 

J A letter  from  the  Department  of  Commerce,  Bureau  of  the  Census,  dated 

* October  21,  1946,  stated  that  the  “Census  of  Manufacturers,  1939  Summary 
Statistics  for  Establishments  Grouped  by  Size  as  Measured  by  Value  of  Products 
is  the  only  publication  of  its  kind  available.  None  were  published  for  1941, 
1943,  or  1945  because  there  was  no  money  appropriated  for  a census  and  we  do 
not  know'  when  there  will  be  another  census  taken  on  the  subject,” 

Now  that  the  war  is  over,  we  are  diifting  backw'ard  and  will  no  doubt  soon  go 
behind  the  1939  figures  unless  we  do  something  at  once  to  protect  small  business 
by  enacting  into  law  such  tax  legislation  as  previously  mentioned. 

Respectfully  submitted, 

T.  J.  Priestley,  Jr. 


David  Becker  Co. 

PACKERS  OF  FROZEN  EGGS 

St.  Louis,  Mo.,  October  S9,  1946. 

Congressman  Estes  Kefauver, 

House  Office  Building^  Washington,  Z).  C. 

Dear  Sir:  We  noticed  in  our  daily  newspaper  your  request  for  evidence  of 
monopoly  that  endangers  small  businesses. 

I am  a packer  of  frozen  eggs  and  I do  not  see  much  of  a future  unless  monopoly 
practices  is  corrected.  I will  name  a few  competitors  such  as  Standard  Brands, 
Inc.,  National  Dailies,  Armour  & Co.,  Swift  & Co.,  Cudahy  Packing  Co.,  Wilson 
& Co.  They  operate  all  over  the  United  States,  naturally  they  have  an  advantage 
over  an  indevidual,  they  are  also  diversified  with  a good  many  items  w'hile  I handle 
only  one  item.  The  users  of  our  product  use  many  of  their  items,  they  can  sell 
my"  one  item  at  cost  in  order  to  sell  the  items  I do  not  handle. 

They  also  control  the  making  of  the  markets:  they  can  make  it  or  break  it. 
You  may  question  how  is  this  done:  Ever  since  the  Chicago  Mercantile  Exchange 
wa.s  opened  it  w'as  to  their  advantage  because  the  Chicago  Mercantile  Exchange 
makes  the  market  on  eggs  for  the  entire  United  States.  You  may  say  I have 
the  same  privilege  of  gambling;  the  trouble  is  that  it  takes  tw'ice  as  much  capital 
to  operate,  and  the  small  businessman  does  not  have  same.  They  also  have  this 
advantage,  for  an  illustration,  to  buy  eggs  in  St.  Louis  for  30  cents  and  in  another 
market  for  27  cents.  Of  course,  this  is  based  on  competition.  Wherever  compe- 
tition is  in  their.way  naturally  the  price  is  high  and  when  competition  is  not  in 
the  way  the  price  is  normal. 
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They  also  have  advantage  of  operating  several  branches  under  different  names. 
Just  to  quote  you  one,  tnis  packer  in  St.  Louis  operates  under  three  different 
names  and  owned  by  one  company. 

Kindlv  treat  this  information  confidently. 

\*^ery  truly  yours, 

David  Becker  Co* 

David  Becker. 


National  Tax  Equality  Association, 

Chicago  III.,  October  30,  1946. 

The  Honorable  Estes  Kefauver, 

Chair  man,  Subcommittee  on  Monopolies  of  the 
Select  Committee  on  Small  Business, 

House  Office  Building,  Washington,  D.  C. 

Dear  Congressman  Kefauver:  I have  noted  that  your  committee  has  decided 
not  to  investigate  the  concentration  of  economic  power  in  the  United  States  but 
hopes  to  print  a report  which  will  lay  a foundation  for  modification  of  the  Federal 
antitrust,  monopoly,  and  fair-trade  laws.  Since  laws  fostering  cooperative 
monopolies  have  not  been  listed  by  your  committee,  I am  taking  the  liberty  of  call- 
ing these  to  your  attention. 

Cooperative  monopolies  are  an  important  factor  in  the  competitive  problems 
facing  small  business  today.  These  concentrations,  which  control  prices  of  certain 
agricultural  products  are  more  to  be  feared  than  others  because  in  addition  to 
enjoying  a monopoly  in  their  field  they  are,  in  most  cases,  exempt  from  the  pay- 
ment of  Federal  income  taxes. 


Undoubtedly  the  prices  of  such  items  as  milk,  walnuts,  lemons,  etc.,  are  main- 
tained at  a level  far  above  that  necessary  to  guarantee  the  producers  a profitable 
income.  The  following  cooperative  corporations,  enjoy  a monopoly  and  should  be 
investigated.  Obviously  more  such  organizations  in  the  cooperative  marketing 
field  would  be  revealed  on  investigation. 

The  California  Fruit  Growers’  Exchange,  by  its  published  report  for  1943, 
handles  36.3  percent  of  all  oranges  in  the  United  States,  and  87.5  percent  of  all 
lemons. 

The  California  Walnut  Growers’  Association  handles  80  percent  of  California’s 
merchantable  walnuts  (Cooperative  Digest,  March  1946,  p.  26)  and  73  percent 
of  all  walnuts  giown  in  the  United  States. 

The  American  Cranberry  Exchange,  a marketing  agency  for  fresh  fruit,  and 
C’ranberry  Canners,  Inc.,  processors,  dispose  of  70  percent  of  the  Nation’s  cran- 
berry crop. 

The  Calavo  Growers  of  California  control  72}^  percent  of  the  avocado  crop. 

The  Cooperative  Grange-League-Federation  Exchange,  of  New  York,  did,  in 
1942-43,  percent  of  the  total  feed,  seed,  and  fertilizer  business  in  its  area. 

Many  dairy  cooperatives  with  Government  support  are  granted  monopolies  in 
the  largest  milksheds  of  our  country. 

The  National  Farm  Machinery  Cooperative,  Inc.,  looks  forward  to  the  time 
when  “every  farmer  in  the  United  States”  can  have  a co-op  tractor. 

These  are  monopoly  figures  and  monopoly  plans — with  immunity  from  prosecu- 
tion practically  guaranteed  by  the  terms  of  the  Capper-Volstead  Act. 

Under  the  Capper-Volstead  Act  of  1922  and  other  laws,  all  farmer  cooperatives 
are  excepted  from  prosecution  for  restraint  of  trade  violations  of  Federal  antitrust 
laws.  This  immunity  is  subject  to  discretionary  review  by  the  Secretarj'  of 
Agriculture.  The  Agricultural  Marketing  Agreement  Act  of  1937  also  contains  a 
specific  provision  that  no  award  or  agre(*ment  resulting  from  arbitration  of  disputes 
under  milk-marketing  orders  establish  any  violation  of  any  of  the  antitrust  laws. 

Under  such  exemptions  from  antitrust  laws,  cooperative  businesses  are  free  from 
investigation  by  the  regular  antitrust  enforcement  officials  as  to  marketing  agree- 
ments which  exist  between  large  cooperatives  in  the  dairy  industry  as  well  as 
similar  agreements  existing  among  cooperatives  in  the  walnut  growers’,  wool  pro- 
ducers', and  California  citrus-fruit  industries. 

The  Robinson-Patman  Act,  restricting  rebates  and  discounts,  does  not  apply  to 
cooperative  patronage  dividend  payments. 

The  monopolistic  practices  of  the  cooperatives  should  be  investigated  as  well  as 
the  propriety  of  present  legislation  which  fosters  their  formation. 


\’ery  truly  yours, 


Ben  C.  McCabe,  President. 
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(A  communication  to  the  Monopoly  Subcommittee  of  the  Select  Committee 
I on  Small  Business  of  the  House  of  Representatives,  Mr.  Estes  Kefauver,  chair- 

ij  man,  room  227  Old  House  Office  Building,  Washington,  D.  C.,  from  F.  I.  Ray- 

I mond,  owner  of  F.  I.  Raymond  Co.,  not  incorporated,  manufacturer  of  heating 
specialties,  629  West  Washington  Boulevard,  Chicago  6,  111.,  dated  October  23, 1946.) 

One  or  One  Thousand 

I 

A SOLUTION  FOR  THE  PROBLEM  OF  MONOPOLY 

By  F.  I.  Raymond 

As  an  opening  to  the  study  of  the  effect  of  monopoly  on  small  business,  I find  it 
essential  to  clarify  the  use  of  the  term  “monopoly.”  Of  course,  I understand  that 
you  mean  those  all-embracing  monopolies  w'here  only  one  or  a few  organizations 
, tend  to  monopolize  some  broad  field  of  activity.  However,  there  are  many  lesser 
1 monopolies  which  are  beneficial  and  essential  to  the  private  enterprise  system. 
I Some  of  these  lesser  monopolies  are  even  more  essential  to  small  business  than  they 

■ are  to  big  business.  I don’t  w^ant  to  see  you  destroy  the  good  to  get  rid  of  the  bad. 

, The  point  I want  to  make  is  that  the  big  monopolies  tow^ard  wdiich  you  intend 

to  direct  your  attention  are  nothing  more  than  aggregations  of  lesser  monopolies, 
j For  example,  if  a man  ow  ns  a single  factory  he  has  a monopoly  on  the  use  of  that 

; one  factory.  If  he  owms  a single  store  he  has  a monopoly  on  the  trade  in  that  one 

store.  If  he  owuis  a single  patent  he  has  a monopoly  on  the  sale  of  the  particular 
item  covered  by  that  one  patent.  In  a sense  we  may  call  each  of  these  a single 
monopoly.  Then  the  chain  of  10  factories  becomes  an  aggregation  of  10  monopo- 
lies, the  chain  of  1,000  stores  becomes  an  aggregation  of  1,000  monopolies,  and 
the  pool  of  100  patents  becomes  an  aggregation  of  100  monopolies. 

Perhaps  you  w ill  see  then  that  it  is  not  the  institution  of  monopoly  which  is 
dangerous,  but  rather  the  institution  of  aggregation.  I w^ant  to  urge  that  w^e  seek 
to  control  the  institution  of  aggregation  only  and  leave  the  institution  of  monopoly 
untouched  and  even  strengthened.  Very  shortly,  I will  propose  a measure  of 
aggregation,  and  I will  propose  a legal  limit  to  aggregation  as  a means  of  solving 
the  problem  of  w'hat  we  have  loosely  called  monopoly.  But  before  doing  so,  I 
must  cite  a few  of  the  dangers  and  calamities  that  come  from  failing  to  realize  that 
aggregation  is  the  issue  rather  than  monopoly. 

The  Socialist  theory  of  government  springs  from  the  premise  that  private  ow  ner- 
ship  of  the  more  important  forms  of  wealth  can  be  used  and  always  has  been  used 
by  the  owmers  to  subjugate  workers.  On  this  basis,  the  Socialist  theory  demands 
that  all  the  important  forms  of  wealth  shall  be  taken  out  of  private  ownership  and 
shall  be  taken  into  the  ownership  of  the  government. 

Here  I ask  you  to  note  that  the  Socialist  theory  would  destroy  any  private 
aggregation  of  wealth,  but  it  would  leave  a vastly  greater  aggregation  of  wealth 
I under  the  control  of  the  few^  who  constitute  the  government.  This  vast  aggrega- 
I tion  then  becomes  the  vehicle  whereby  the  few  w^ho  constitute  the  government  can 

] subjugate  workers  far  more  completely  than  w^ould  ever  be  possible  under  the  very 

‘ system  which  they  w^ould  displace  to  avoid  subjugation.  And  this  sad  condition 
is  the  result  of  the  failure  to  realize  that  it  is  only  the  aggregation  of  w'ealth  which 
i leads  to  subjugation,  and  not  w'ealth  itself. 

It  is  often  said,  and  all  too  seriously,  that  socialism  is  a system  under  which 
the  government  takes  all  the  w^ealth  away  from  the  wealthy  and  then  distributes 
it  equally  among  all  the  people.  There  could  be  no  sadder  delusion  to  mislead 
an  unhappy  people.  Under  socialism  the  government  does  take  all  the  major 
forms  of  wealth  away  from  the  w^ealthy,  but  the  government  distributes  none  of  it. 
Instead,  the  government  keeps  all.  To  be  sure,  each  citizen  owms  his  one- 
hundred-millionth  part  of  everything,  but  he  owms  ail  of  nothing.  His  owuiership 
is  completely  empty  and  totally  worthless. 

Another  example  of  the  danger  that  results  from  failing  to  realize  that  aggrega- 
tion is  the  evil  rather  than  monopoly  is  the  present  agitation  against  patent  pools. 
Here,  as  has  been  said,  a single  patent  is  one  form  of  monopoly,  and  the  patent 
pool  is  nothing  but  an  aggregation  of  these  monopolies. 

I am  sure  you  are  familiar  with  the  agitation  for  compulsory  licenses  under 
J patents.  This  springs  from  the  contention  that  patent  pools  are  being  used  to 

; keep  smaller  businesses  from  engaging  in  certain  kinds  of  production.  It  is 

argued  that  a system  of  compulsory  licensing  w'ould  give  smaller  firms  access  to 
the  activities  covered  by  the  patent  pools.  How’ever,  such  a system  w^ould  also 
give  patent  pools  access  to  the  patents  of  the  independents. 
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Here  it  must  be  remembered  that  the  underlying  purpose  of  patents  is  to  pro- 
tect the  invrator  while  he  is  little  against  having  some  older  concern  copy  his 
invention.  Once  a business  is  big  it  does  not  need  this  protection.  Thus  any 

system  of  compulsory  patent  licensing  can  only  serve  to  strengthen  the  pool  and 
weaken  the  independent. 

This,  then,  is  a case  where  monopoly  is  even  more  important  to  little  business 
than  to  big  business,  and  it  shows  how  great  an  error  we  might  make  in  failing  to 
realize  that  aggregation  rather  than  monopoly  is  the  evil. 

If  only  to  avoid  a serious  omission,  I think  I must  mention  the  failure  of  the 

another  e.xample  of  the  error  that  results  from  failing 
to  differentiate  between  aggregation  and  monopoly.  This  law  is  written  en- 
tirely  in  terms  of  monopoly  and  not  at  all  in  terms  of  aggregation  or  size.  If  it 
were  enforced  literally  it  would  destroy  all  the  lesser  monopolies  as  well  as  the 
aggregations  of  monopolies.  Clearly  it  was  not  intended  to  destroy  these  lesser 
monopolies,  and  consequently  it  has  been  impossible  to  enforce  against  any  but 
the  most  flagrant  of  the  large  monopolies. 

As  a result  of  this  failure  to  differentiate  between  monopoly  and  aggregation 
the  antitrust  law  has  practically  ceased  to  have  any  effect  where  two  or  more 
aggregations  monopolize  a field  between  them  but  not  under  collusion.  From  the 
standpoints  of  preventing  excessive  aggregation  and  maintaining  competitive 
opportunity,  I would  say  it  has  been  virtually  useless,  and  T see  no  possibility  of 
its  being  any  more  successful  in  the  future  than  it  has  been  in  the  past. 

I have  cited  the  chain  of  stores  as  an  aggregation  of  monopolies,  but  it  will  be 
helpful  to  recognize  another  form  of  aggregation.  As  I have  said,  the  single  inde- 
pendent store  is  a monopoly.  So  is  the  single  independent  factor\\  But  each  of 
t^hese  in  itself  is  also  an  aggregation  of  nionoi>olies.  The  land  is  one  monopoly, 
the  building  is  another.  The  equipment  is  another.  The  merchandise  or 
material  is  another.  Thus  we  may  have  a great  aggregation  in  a single  store  or 
factory  without  having  a chain  of  stores  or  faid.ories.  A single  groat  department 
store  or  a single  great  factory  is  always  a great  aggregation  of  monopolies. 

At  this  point  I think  I can  make  an  important  differentiation  between  aggre- 
gations. Some  aggregations  are  concentrated.  Others  are  widespread.  Thus  a 
single  great  department  store  may  constitute  a great  aggregation,  and  so  mav  a 
chain  of  many  small  stores.  But  the  single  department  store  is  a concentrated 
aggregation  while  the  cliain  of  many  small  storf^s  is  a widespread  aggregation. 
The  single  store  or  factory  may  be  called  a vertical  aggregation  while  the  chain  of 
stores  or  factories  may  I>c  called  a horizontal  aggregation. 

Now  1 would  make  the  point  that  any  vertical  aggregation  such  as  the  single 
department  store  or  the  single  factory  will  find  a natural  handicap  of  distance  to 
act  as  a limit  to  its  ultimate  size.  Xo  single  department  store,  no  single  mail-order 
house,  no  single  factory,  no  matter  how  large,  no  matter  how  superior  its  product  or 
service,  could  ever  serve  a whole  nation  in  any  major  economic  activity'.  The 
element  of  distance  alone  would  act  to  give  otluT  stores  and  factories  an  advantage 
that  would  overcome  the  great  siza  of  the  single  store  in  distant  markets. 

On  the  other  hand,  the  horizontal  aggregation  such  as  the  chain  of  stores,  or  the 
chain  of  factories,  finds  no  such  natural  limitation  to  its  total  size.  The  chain 
can  extend  into  every  hamlet  througliout  the  whole  Nation,  and  through  its 
great  size  it  is  able  to  displace  smaller  competitors.  Thus,  the  horizontal  aggre- 
gation finds  no  natural  limit  to  total  size,  whereas  the  vertical  aggregation  will 
always  have  a natural  limit  to  total  size. 

l am  sure  you  will  see  now  that  I want  you  to  establish  a total  size  limit  for  the 
horizontal  aggregation  and  leave  the  limit  open  for  the  vertical  aggregation.  I 
want  you  to  limit  the  total  size  of  any  organization  which  owns  or  controls  more 
than  one  store  or  factory,  and  I want  you  to  leave  the  natural  handicap  of  distance 
as  the  only  limit  to  the  total  size  of  any  organization  which  owns  or  controls  but 
a single  store  or  factory.  In  other  words,  I want  a total  size  limit  only  for  chains, 
and  I want  no  total  size  limit  for  single  plants  or  single  stores. 

If  you  are  susceptilffe  at  all  to  this  suggestion  you  will  immediatelv  ask  *'\\Tiat 
will  be  the  measure  of  size?*'  and  *‘\^■hat  will  c<mstitute  a single  store  or  factory?” 

I will  not  take  time  to  discuss  all  the  possible  measures  of  size.  After  long 
consideration  of  these  various  measures,  I conclude  that  the  total  number  of 


employees  is  the  best  over-all  measure  of  total  size,  and,  therefore,  I suggest  that 
we  use  this  measure.  The  number  of  employees  to  be  used  finally  as  the  limit 
should  be  selected  uj)on  the  basis  of  a comprehensive  survey,  but  I am  going  to 
suggest  a figure  of  1,000  employees  as  a starting  point.  And  I would  define 
one  employee  as  2,000  emp'o^'oe-hours  in  any  one  calendar  year. 

I must  emphasize  that  this  limit  of  1,000  employees  would  apply  only  to  chains 
of  two  or  more  stores  or  factories.  Thus  the  total  size  limit  for  chains  would  be 
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any  organization  which  controls  but  a single  store  or  factory 
could  have  10  000  or  100,000  or  1,000,000  employees  if  it  chose  to  do  so  ‘ 

otrTro  matler  of  what  constitutes  a single  store  or  factory,  I would  define  one 
foods  as  any  place  at  which  the  organization  delivers  any  of  its 

i single  storrof  /aTto^f  ' organization  with  only 

h 1 100  employees  each,  and  so  on. 

si7?frt  organizations  of  small  .stores  with  sufficient  total 

henpfits  and  mass  distribution,  so  that  we  should  not  lose  the 

jenefits  of  the  chmn  stores.  ^ et  no  such  chain  would  have  excessive  purchasing 
power  with  which  it  could  dominate  manufacturers.  Then  open  competitivi 
markets  would  be  assured  to  all  manufacturers.  i^ompenme 

Q-  * single  factory  or  store  as  a single  point  of  delivery  rather  than 

a.s  a single  plant  or  building,  we  would  avoid  any  physical  restraint 'to  tlie  nature 
and  location  of  the  units  which  might  be  required  for  a great  manufacturing  organi- 
zation Any  such  organization  could  have  branch  plants  located  at  remote  points 

special  production  to  act  as  feeders  to  a central  plant,  but  these 
Prff  i!  make  no  shipments  to  any  point  except  the  central  plant. 

Great  steel  companies,  for  example,  could  own  their  own  iron  mines  and  coai 
mines  just  as  at  present,  provided  that  these  mines  were  used  only  to  supply 
those  mills  which  use  the  same  single  point  of  delivery.  Thus  we  would  have 
great  manufacturing  organizations  of  unlimited  total  size  to  give  ns  the  benefits 

market^  present,  but  no  such  organization  could  dominate 

markets  tl  rough  branch  stores  or  branch  distributing  points.  Then  both  the 

If  yon  are  still  susceptible  to  my  propo,sal,  you  will  soon  ask,  “What  consti- 
Sph""?'*!'’.'"'  ■ l“ve  a complete  draft  of  a proceed  SI  which 

® “u  I shall  have  to  refer  you  to  this  draft 

for  details.  However,  I may  say  in  general,  that  control  bv  any  individual  or 

Aifd  "ponir?? proposed  law  rather  than  ownership. 

orTfermrnp  f ability  to  select  any  executive  personnel  or  to  select 

or  deterimne  aii>  purchases  or  sales  or  prices. 

apparent  at  once  that  public  utilities  such  as  railroads  and  power 
companies  will  require  more  than  one  point  of  delivery  and  more  tlian  1 000 
emiffoyees.  Iherefore,  I provide  in  my  law  that  any  organization  which  o’per- 

^'’‘^“‘^hisc  shall  be  e.xempt  from  the  provisions  of  this  law 
provided  that  such  an  organization  confines  its  activities  to  the  sale  of  onlv 
those  Items  or  services  which  are  the  basis  of  its  franchise. 

Getting  back  to  our  subject  of  monopoly  and  its  effect  on  small  business  I 
point  out  that  my  proposal  for  limits  to  the  size  of  cliains  and  no  limit  to  the  size 
of  single  plants  or  single  stores  will  solve  the  problem  of  monopoly  without  in 
any  wy  interfering  with  the  basic  institution  of  monopoly.  My  propo^l  ff 
adopted,  will  destroy  excessive  aggregation  without  destroyi'ng  any  of  its  parts. 

captioiiied  this  proposal  “One  or  one  thousand’’  in  the  hope  of  leaving 

to  ^ verison  of  the  idea.  In  a sense  we  would  have  tvvo  limit! 

to  the  size  of  business.  One  limit  would  be  the  natural  limit  of  one  point  of 
delivery.  The  other  limit  would  be  the  aribtrary  limit  of  1,000  employees.  Any 
^ either  one  of  two  things,  but  it  could  not  do  both.  ' Any  busi- 

biiAtT  employees  or  more  than  one  point  of  delivery 

but  It  could  not  have  both.  It  could  have  employees  without  limit  if  it  did  not 

lim!t  delivery,  or  it  could  have  points  of  delivery  vvithoSt 

^ employees.  But  it  could  not  have  more 

than  one  point  of  delivery  and  also  have  more  than  1,000  employees. 

1 trust  you  will  see  that  any  business  organizaiton  which  had  less  than  1 000 

ff‘»S  '''  from  th“law  However 

f business  grew  to  have  a total  of  1,000  employees,  it  would  then  hav  rto 
hoose  between  accepting  the  limit  of  one  point  of  deliverv  or  the  limit  of  1 000 
employees.  Similarly,  if  the  proposal  were  enacted  into  iavv,  it  vv  mild  have  im 
training  or  disruptive  effect  on  any  existing  smaller  business  unit  Onlv  those 
o!!  f%''r  ^ combination  of  more  than  1,000  employees  and  more  Oian 

to  snh  I n nlln'- "g'’  these,  of  conL,'  would  be  ?eqnireS 

the  prescHbed  " ‘^‘t^er  one  or  the  other  of 

It  .should  be  noted  that  the  proces.s  of  breaking  np  the  present  great  ortraniza 
tioiis  into  integrated  units  would  be  greatly  simplified  by  onr  lmvdi?rJ^^^^^ 
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as  the  basis  of  this  law  rather  than  ownership.  Thus  man}'  of  the  present  giants 
could  divest  themselves  of  control  by  renting  their  properties  instead  of  .selling 
them.  For  example,  the  great  oil  companies  could  divest  themselves  of  control 
over  their  chains  of  filling  stations  by  .simpl}  renting  these  stations  to  the  station 
operators  under  a straight  rental  contract  which  was  in  no  way  conditioned 
upon  the  operators  continuing  to  handle  anv  particular  products. 

Lest  this  proposition  of  1 or  1,000  shall  sound  too  nebulous,  I see  fit  to  say  ju.st 
a few  words  as  to  its  practicability.  You  will  recall  that  an  individual  who' owns 
20  percent  of  the  stock  in  a great  corporation  usually  controls  the  whole  corpora- 
tion. Thus,  in  many  instances,  an  individual  will  control  five  times  as  much 
property  as  he  actually  owns. 

In  such  cases,  if  my  proposal  were  enacted  into  law,  we  might  suppose,  just  for 
example,  that  a giant  corporation  would  have  to  split  up  into  five  smaller  cor- 
porations. Then  the  stockholders  would  receive  one  share  of  stock  in  each  of  the 
five  new  corjxi  rat  ions  in  exchange  for  each  share  in  the  original  corporation. 
Such  a division  need  cause  no  more  interruption  to  production  or  employment 
than  did  the  division  of  the  Standard  Oil  trust  in  years  gone  by. 

After  the  division  had  been  accomplished,  the  holder  of  the  original  20  percent 
would  have  to  sell  or  exchange  his  new  shares  so  as  to  divest  himself  of  control 
in  all  but  one  of  the  five  new  corporations.  Through  this  process  he  might  end 
up  wdth  an  80  percent  share  in  one  of  the  five  new  corporations,  and  a 5 percent 
share  in  each  of  the  other  four.  Thus  his  net  ownership  will  have  been  unim- 
paired while  his  control  will  have  been  reduced  to  one-fifth.  In  view  of  this 
probability,  and  in  view  of  our  former  e.xperience  with  Standard  Oil,  I mu.st  sav 
that  the  idea  of  1 or  1,000  appears  to  me  to  be  e.xtremely  practical. 

Hig  business  itself  has  a great  stake  in  this  proposal.  \\  hile  big  business  would 
lose  its  right  to  unlimited  horizontal  expansion  and  exi.stence,  it  would  regain 
Its  unlimited  right  to  operate  as  private  enterprise  free  from  Government  super- 
vision. Big  business  would  gain,  too,  by  being  freed  of  the  present  necessity  to 
purchase  important  independents  to  keep  these  independents  from  passing  into 
the  control  of  some  other  big  business. 

I know  that  some  men  in  big  business  actually  favor  Government  supervision 
of  all  business.  These  men  seem  to  feel  that  the  burden  of  compliance  with 
supervision  is  one  which  big  business  can  carry  while  little  business  cannot. 
Some  men  in  big  business  favor  Gov'ernment  supervision  as  a means  of  obtaining 
Government  sanction  for  the  continuation  of  their  gigantic  empires.  Still 
others  favor  Government  supervision  as  the  only  means  of  preserving  their 
empires  against  the  advent  of  socialism  or  some  violent  disruption  of  the  empires. 

I can  only  say  that  this  was  the  sort  of  reasoning  which  led  the  owners  of  big 
business  in  Germany  and  Italy  to  turn  the  supervision  and  direction  of  their 
enterprLses  over  to  the  Government.  Common  sense  and  the  experiences  in 
Italy  and  Germany  tell  me  that  the  owners  of  big  business  would  fare  much  better 
to  give  up  the  right  to  own  an  unlimited  horizontal  aggregation  and  regain  the 
right  to  absolute  control  over  an  unlimited  vertical  aggregation  than  to  retain 
the  right  of  nominal  ownership  over  an  unKmited  horizontal  aggregation  and  lose 
control  to  the  Government  over  both  the  horizontal  and  the  vertical  aggregations. 

As  for  little  business,  I can  only  say  that  no  amount  of  help  and  subsidies  from 
the  Government  can  result  in  the  ultimate  success  of  small  business  so  long  as 
big  business  survives  as  a horizontal  aggregation  of  unlimited  total  size.  What 
little  business  needs,  and  all  it  asks,  is  opportunity.  Break  up  the  combination 
of  horizontal  aggregation  and  excessive  total  size  and  watch  little  business  go  to 
towm.  This  is  all  I ask  as  the  owner  of  a very  small  business.  I think  it  is  all 
that  any  other  owner  of  a small  business  asks  or  requires.  Free  us  from  the 
horizontal  blanket  of  big  business,  and  I am  sure  we  will  ask  no  more.  lattle 
business  can  move  out  from  under  the  shadow  of  the  vertical  aggregation,  but  it 
cannot  escape  the  cloud  of  the  unlimited  horizontal  aggregation. 


Statement  by  Joseph  Kolodny,  Manaoino  Director,  Nation.vl  Association 
OF  Tobacco  Distributors,  for  Inclusion  in  Report  on  Growth  of  Eco- 
nomic Concentration  for  the  Monopoly  Subcommittee,  United  States 
House  of  Representatives 

The  National  Association  of  Tobacco  Distributors  is  very  grateful  for  the 
opportunit}'  to  make  a statement  at  the  invitation  of  your  respected  committee 
on  this  subject,  which  is  of  such  primary  importance  to  the  future  of  our  country 
and  the  welfare  of  its  citizens.  The  association  represents  a major  segment  of  the 
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DrSucte°ta^'annrS^  tobacco,  confectionery,  and  kindred 

consumers!  1,250,000  retailers  and  their  140,000,000  citizen- 

IMPORTANCE  OF  INVESTIGATION  AND  ACTION  NOW 

thSSbSionS  cannot  be  overstressed.  It  is  hoped  that 

aSn  to  enr^Pof  committee  and  of  the  Congress  will  result  in  long  overdue 

Snomicconce^^^^  dangerous  and  unhealthy 

Two  main  reasons  make  strong  action  at  this  time  urgent  and  timely: 

“®®®l^c)hshment  and  original  establishment  of  their  businesses  bv 

' tfon^of^nii^^«v«f and  others  whose  war  sacrifices  made  possible  the  preserva^ 
tion  of  our  system  of  free  enterprise. 

T+  • ^^\/^°^ditions  brought  about  or  aggravated  bv  the  war. 

the  Wa?DlnnJtmfnP°  f'onnection  that  the  questionnaire  circulated  by 

the  VV  ar  Department  among  servicemen,  seeking  to  ascertain  their  plans  for  oost- 

war  pursuits,  indicates  that  an  astonishingly  large  number  aspire  to  operate  their 
Sm  feline  this  is  a most  laudabkambYS,  S 

nnH  ^ H Because  manufacturing,  production 

Hnps^nf  ^ from  all  indications,  will  continue  to  develop  along  the 

® business.  It  IS  inconceivable  that  persons  of  moderate  means^wiU 
croach  upon  auto  or  airplane  manufacturing,  or  engage  in  the  production  of  steel 
fiplH  compete  with  General  Electric  or  Westinghouse.  The 

tive  hazards  of  competition),  offers  attrac- 

gump^Sn  opportunities  to  men  possessing  aptitude,  resourcefulness,  and 

concerned  with  the  prospects  of  this  large  army  of  present 
Even  prior  to  the  war,  the  rate  of  business  mor- 
ret^ders  was  alarmingly  high.  We  believe  that  one  of  the  proper 
unctions  of  th®  Government  is  to  strive  for  a reduction  in  the  number  of  failures 

IIe«Ttb  £rvV,!®®®“®^  ^ .“‘‘^nner  paralleling  the  work  of  the  United  States  Public 

Health  &er\ice  in  improving  the  health  of  the  citizenry. 

mo,,  ®„^Lo  dderested  in  the  welfare  of  the  independent  retailers  not  only  as  middle- 
en  whose  justification  for  existence  depends  entirely  upon  the  survival  of  the 
w!f  L ’ '"dependent  merchant  but  also  as  conscientiou.s' citizens  w'ho  are  concerned 

opportunity  in  the  United  States.  We 

frJhl  ?m‘  rS.  way  of  b?e. 

Stress— certainly  not  to  a committee  of  the  United  States  Congress 
devoted  exclusively  to  a sympathetic  study  of  the  present  plight  of  the  small 
busmessman— the  essential  and  outstandingly  important  role  which  the  small 

and,  notwithstanding  the  present  economic  phases  of 
mass  production,  does  still  play  in  maintaining  the  character  throughout  this 

ff.npr°r/^®  has  brought  a higher  standard  of  living  and  a 

fuller  life,  spiritually  as  well  as  materially,  to  the  entire  people  ^ 

I his  country  is  far  more  than  a collection  of  mushroom  centers  of  mass  produc- 
tion where  thousands  of  persons  labor  in  a factory  or  mine  which  encompasses 
their  entire  economic  life  Taking  the  country  as  a whole,  the  warp  and  wS  S 
our  economic  fabric  is  the  small  independent  manufacturer  and  the  small  inde- 
p®nd®nt  merchant  whose  places  of  business  are  the  familiar  and  characteristic 
sight  of  our  countryside  as  well  as  of  our  large  urban  communities not  to 

bu“i.'°™,  “ “ indVndeM 

I 

Economic  independence  through  the  establishment  and  maintenance  of  one’s 
w accompanying  results  in  development  of  personal  charac- 

ter, zs  still  today  the  legitimate  and  commendable  ambition  of  millions  of  our  fellow 
citizens.  To  them  American  has  been  and  still  is  the  land  of  opportSntT 
entire  world  has  so  regarded  us,  and  the  history  of  our  country Zs  juSed  tha? 
faith.  If,  because  of  conditions  created  by  the  war,  or  by  reLon  of  evils  whidi 
have  been  allowed  to  grow  in  our  system  of  individual  enterprise,  the  traditional 
opportunity  and  the  freedom  to  own,  maintain,  and  personally  operate  their  own 
businesses  are  to  be  denied  to  hundreds  of  thousands  of  industrious  meShants 
with  tlmir  resulting  economic  rum,  then  the  entire  pattern  of  our  dernocraerwm 

be  chang®d  and  the  American  way  of  life  for  which  we  sacrificed  so  nmeh  on  the 
battle  fronts  may  be  destroyed  at  home.  on  me 
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To  enable  the  small  businessman  who  losers  his  business  because  of  the  war  to 
reestablish  himself,  we  must  therefore  make  sure  that  the  fundamental  conditions 
under  which  he  was  originally  enabled  to  establish  himself  are  preserved  and  that 
they  are  cleansed  of  the  evils  which  in  recent  years  have  forced  out  of  business 
many  thousands  of  small  businessmen  who  were  not  summoned  to  join  our  armed 
forces. 

II 

For  upward  of  half  a century  since  the  first  manifestations  of  so-called  big 
business  and  mass  production,  it  has  been  the  settled  policy  of  our  Government, 
continued  throughout  all  administrations,  not  only  to  protect  the  consuming 
public  against  monopolistic  practices,  but  also  to  preserve  the  economic  integrity 
of  the  small  independent  businessman  in  his  struggle  to  exist  in  an  unequal  contest 
with  huge  aggregations  of  capital. 

This  solicitude  for  the  small  businessman  was  most  strikingly  shown  as  early 
as  1890  in  the  enactment  of  the  Sherman  antitrust  law.  That  statute  has  been 
followed  from  time  to  time  by  many  great  remedial  supplementary  acts  of  legisla- 
tion such  as  the  Clayton  Act,  the  Federal  Trade  Commission  Act,  the  ill-fated 
National  Industrial  Recovery  Act,  the  Robinson-Patman  Act,  and  the  Miller- 
Tydings  Act.  In  the  States,  also,  there  has  been  in  the  last  decade  a flood  of  legis- 
lation in  the  form  of  the  so-called  unfair  sales  acts  and  unfair  practices  acts  which, 
generally  speaking,  prohibit  sales  below  cost,  and  State  resale  price  maintenance 
laws  of  the  same  type  as  the  Miller-Tydings  Act. 

These  Federal  and  State  laws  demonstrate  an  unmistakable  public  policy  to 
preserve  the  existence  of  the  small  independent  businessman,  at  least  as  far  as 
legislative  action  can  accomplish  that  result. 

This  body  of  statutes  has  undoubtedly  been  for  the  most  part  a boon  to  the 
small  businessman.  It  has  stamped  out  many  predatory  commercial  devices 
aimed  at  his  destruction  but,  notwithstanding  the  solicitude  of  our  legislators, 
it  has  still  left  the  independent  merchant  exposed  to  many  long-standing  business  evils 
which  this  legislation  did  not  even  attempt  to  reach,  and  has  left  him  exposed  also  to 
many  other  destructive  commercial  practices  which  the  ingenuity  of  big  business  was 
able  to  create  to  circumvent  these  laws. 


CONDITIONS  BROUGHT  ABOUT  OR  AGGRAVATED  BY  THE  WAR 


1 . Production  and  manufacturing  organizations  have  been  tremendously 
strengthened  by  innumerable  Government  aids,  including  profitable  war  con- 
tracts, financial  assistance,  and  substantial  tax  benefits,  such  as  the  carry-back 
provisions.  There  has  been  no  corresponding  strengthening  of  the  distributive 
trades,  particularly  the  w'holesalers  and  the  small,  independent  retailers.  The 
resulting  condition  is,  of  course,  an  economy  dangerously  out  of  balance  which 
will  result  in  many  difficulties  and  delays  in  moving  to  consumers  the  greatly 
increased  output  possible  because  of  increased  production  capacity.  This  strength- 
ening of  the  production  in  a manufacturing  corporation  has  a double-barreled 
effect  seriously  influencing  them  to  enter  the  distribution  field  as  a logical  method 
of  expansion.  Whereas  large  size  may  be  justified  for  technological  reasons  in 
the  field  of  production,  there  can  be  no  similar  justification  for  one  organization 
operating  as  a combination  producer,  transportation  agency,  wholesaler,  and 
retailer.  Such  a combination  is  not  only  lacking  in  benefit  to  the  consumer  but 
also  endangers  free  trade  and  free  competition,  since  the  products  of  certain 
manufacturers  are  available  only  to  their  own  distributing  organization  and 
branches  and  not  to  wholesalers  and  retailers  generally. 

2.  During  the  war  there  was  a heavy  conc(*ntration  of  war  contracts  and  respon- 
sibility in  the  hands  of  the  largest  companies.  Where  the  reason  for  this  was  a 
purposive  policy  of  the  Government  or  where  it  was  an  expedient  presumably  to 
increase  the  speed  of  the  war  effort,  or  where  it  was  just  the  easiest  way  out  for 
Government  administrators,  nevertheless  it  is  obvious  that  the  smaller  com- 
panies and  small  businesses  did  not  get  equal  impetus  from  the  colossal  war  effort. 
Whatever  contribution  they  were  able  to  make  was  largely  incidental  or  as  sub- 
contractor to  the  larger  corporations.  Thus,  Government  also  immeasurably 
strengthened  the  economical  position  of  large  corporations  at  the  expense  of 
small  business. 

3.  The  trend  of  many  years'  standing  toward  integration  of  industries  from 
production  through  distribution  under  one  company's  control  received  further 
impetus.  Examples  of  this  are — 

(a)  The  oil  industry,  where  major  producing  and  refining  companies  par- 
ticipated to  a much  larger  extent  in  the  transportation  and  storing  as  well  as 
wholesaling  and  retailing  of  their  products. 
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rubber  industry,  where  large  tire  manufacturers  liave  set  up  retail 
establishments  not  only  for  the  sale  of  their  products,  but  of  a large  variety 
of  consumer  items. 

(c)  Expansion  of  mail-order  houses  in  both  directions,  including  the  acquisi- 
tion of  purchasing  and  dejiartment  store  and  other  retail  outlets  on  the  other 

hand.  Many  other  examples  have  no  doubt  been  brought  to  the  attention 
of  the  committee. 

• ^ ^Ifort  brought  increased  specialization  and  technological  advances 

in  one  held  or  another,  as  well  as  new  Government  rulings  and  regulations, 
taxation,  technical  and  other  paper  work.  This  increased  the  difficulty  of 
managing  small  organizations  where  finances  are  not  available  to  engage  special- 
ists in  research,  accounting,  taxation,  expediting,  and  the  like. 

POSITION  OF  THE  M HOLESALER 

The  wholef^lers  are  uniformly  on  the  side  of  the  small  businessman,  in  this 
econonne  conflict.  If  there  were  only  one  company  or  one  Government  agency 
engaged  in  productive  enterpri.se  on  the  one  hand,  and  only  one  consumer  on  the 
otuer,  obviously  there  would  be  no  need  of  an  intermediary  such  as  the  wholesaler. 

I he  producer  and  the  consumer  could  get  together  for  direct  negotiations  of 
purchase  and  sale.  Similarly,  if  there  were  only  a few  producers  and  consumers  of 
a certain  product,  direct  sales  could  be  both  possible  and  efficient.  Indeed 

the  case  in  transactions  involving  heavy  industrial  goods. 

U here  there  are  many  producers  or  manv  consumers,  the  wholesaler's  role 
becomes  a vital  and  indispensable  one.  It  follows,  naturally,  that  the  more  small 
businesses  existing,  the  more  conducive  it  is  for  both  the  country  as  a whole  and 
for  the  wholesale  trade. 

Consider  a few  of  today's  problems  that  emphasize  the  importance  to  the  smooth 
operation  of  our  economy,  of  the  functions  of  the  wholesaler. 

G)  We  are  today  distressed  on  every  hand  by  bottlenecks  throughout 
the  entire  sphere  of  production,  usually  referred  to  as  “shortage  of  materials 
Alinost  directly,  the  shut-down  in  any  manufacturing  plant  is  followed  by 
similar  shut-downs  and  unemployment  in  other  manufacturers  and  distrib- 
utors which  depend  on  the  output  of  that  plant.  In  a normal,  healthy 
operation  the  ample  stocks  of  the  wholesalers  would  serve  as  a balance  wheel 
which  would  tide  users  and  purcliasers  over  periods  of  difficulty  experienced 
by  supply  and  manufacturing  companies. 

(2)  There  is  today  a great  disorganization  of  the  price  structure.  Although 
many  rea.sons  can  be  advanced  for  the  fluctuations  and  lack  of  established 
prices  on  most  items,  again  the  fundamental  difficulty  is  the  absence  of  a 
smoothly  operating  wholesale  structure.  It  has  been  the  time-honored 
function  of  these  so-called  middlemen  to  provide  a market  at  some  price  for 
any  commodity  which  is  offered  for  sale.  The  business  community  is  taking 
a long  step  backward  when  it  has  to  transact  its  day-to-day  business  on  the 
basis  of  barter  and  exchange  and  is  not  able  to  go  into  the  open  market 
traditionally  maintained  by  wholesalers  to  buy  what  it  needs  and  sell  what 
it  wishes  in  the  conventional  medium  of  exchange,  namely,  money. 

(3)  Many  irregular  patterns  of  distribution  are  developing  today  due  to 
shortages  in  wholesale  inventories  and  other  obstacles  to  smooth  wholesale 
operation.  These  put  a premium  on  inside  information,  special  contracts 
and  other  devices  not  usually  available  to  the  small  businessman,  but  which 
the  large  corporations  have  ample  opportunity  to  explore  and  cultivate. 

These  reasons  and  many  others  indicate  the  importance  to  the  country's  general 
w*elfare  of  a healthy  wholesale  trade  in  all  types  of  products  and  should  clearly  indi- 
cate that  an  important  responsibility  of  Congress  and  the  Government  is  to 
encourage  and  cooperate  with  the  efforts  of  the  wholesalers  insofar  as  those 
efforts  are  in  the  general  interest. 

POSITION  OF  THE  TRADE  ASSOCIATION 

Since  there  is  some  misunderstanding  as  to  the  purpose  and  operations  of  organi- 
zations known  by  the  general  term  “trade  association/'  a short  explanation  of 
these  objectives  as  they  apply  to  the  wholesale  trade  associations  might  be 
helpful. 

(1)  The  members  of  wholesale  trade  associations  are  citizens  first  and 
businessmen  second.  Their  interest,  of  course,  is  in  anv  improvements  that 
can  be  made  by  legislation  or  otherwise  in  the  conditions  which  enable  them 
to  make  an  honest  profit,  but  they  are  not  interested  in  advocating  any  steps 
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which  might  seem  to  have  some  short-sighted,  selfish  advantage  but  would  be 
detrimental  to  the  interests  of  the  country  as  a whole, 

(2)  Trade  associations  have  sometimes  been  criticized  as  being  a disguise 
or  front  for  price  fixing  or  cartel  operations  or  instruments  for  the  use  of  a 
few  in  control  for  monopolistic  purposes  or  otherwise  in  restraint  of  compe- 
tition. These  criticisms  may  or  may  not  have  some  application  to  associa- 
tions of  manufacturers.  However,  they  do  not,  in  any  case,  have  any  applica- 
tion to  the  operations  of  distributive  trade  associations,  where  there  can  be 
no  possible  method  of  operation  which  would  restrict  competition  or  operate 
in  any  covert  manner  whatsoever. 

(3)  The  general  characteristics  of  a distributive  trade  organization  can 
be  listed  as  follows: 

(a)  A representative  group  open  to  all  on  reasonable  and  equitable  terms 

(b)  A free  channel  of  information  and  education  as  to  improved  methods 
of  operation,  current  developments  of  interest,  and  the  like. 

(c)  A research  organization  for  developing  necessary  information  and 
bringing  it  to  the  attention  of  those  who  can  use  it  beneficially. 

(d)  A group  available  for  providing  aid  to  the  Government  in  bringing 
from  its  members  an  articulate. voice  as  to  their  needs  and  recommendations, 
and  also  an  aid  to  the  Government  in  circulating  policies,  rules,  and  interpre- 
tations which  apply  to  the  various  members. 


SOME  EVILS 

Although  it  has  been  the  consistent  policy  of  the  Federal  Congress  and  of  the 
various  State  governments  to  legislate  against  monopoly  practices  which  are 
unfair  to  the  small  businessman,  yet  there  are  a number  of  evils  which  have  not 
been  eradicated  by  the  good  intentions  of  the  legislatures. 

One  of  the  practices  which  is  most  detrimental  to  the  small  businessman  in 
the  field  of  wholesaling  and  retailing  is  price  manipulation.  This  manipulation 
can  take  a number  of  forms,  but  in  general  it  consists  of  selling  by  financially 
strong  organizations  at  prices  below  cost,  or,  at  any  rate,  below  cost  plus  a rea- 
sonable mark-up,  of  either  a few  products  out  of  many  or  at  a few  locations  out 
of  many,  or  at  a certain  time.  Generally  these  products  or  this  location  or  this 
time  is  selected  for  obvious  competitive  reasons,  discouraging  the  establishment 
of  a new  independent  business,  or  to  drive  out  of  business  an  existing  small  firm. 
After  this  objective  has  been  accomplished,  the  practice  is  of  course  discontinued 
as  a rule. 

Obviously,  the  only  reason  this  procedure  can  be  followed  is  that  the  organiza- 
tion that  does  it  is  financially  stronger  than  its  competitor,  and  it  can  afford  to 
engage  in  this  price  war  for  a longer  period  of  time.  These  large  merchandising 
organizations  include,  of  course,  the  chain  stores,  large  department  stores,  coopera- 
tives, manufacturers'  outlets,  and  the  like.  Certainly  it  is  only  fair,  if  these 
methods  of  distribution  provide  any  advantage  to  the  consumer  in  the  form  of 
lower  prices,  that  they  should  be  able  to  prove  this  by  a constant  policy  which 
applies  uniformly  to  all  the  products  which  they  sell,  to  all  the  locations  in  which 
they  operate,  and  consistently  throiighout  the  p>eriod  of  operation.  We  suggest 
and  recommend  that  immediate  steps  be  taken  to  require  these  financially  strong 
organizations  to  follow  such  a consistent  policy. 

Another  practice  which  w'orks  to  the  disadvantage  of  the  small  businessman  in 
w^holesaling  and  retailing,  is  his  inability  to  purchase  the  products  of  certain 
manufacturers  at  the  same  or  equivalent  prices  which  large  merchandising  organi- 
zations are  able  to  obtain.  If  possible,  means  should  be  made  available  for  all 
distributors  to  purchase  on  the  same  basis  of  price  and  quantity,  and  if  there  is 
any  favoritism,  it  should,  in  the  national  interest,  be  granted  to  the  small  business- 
man. 

We  merely  advocate  the  adoption  of  the  traditional  methods  which  govern 
American  sportsmanship.  Baseball  players  or  pugilists  are  expected  to  conform 
to  certain  rules.  When  on  the  baseball  field  or  boxing  ring,  those  best  qualified 
generally  emerge  victorious.  If  rules  of  this  kind  are  required  as  prerequisites 
to  participation  in  sports,  it  is  certainly  reasonable  to  apply  them  as  well  to 
commercial  operations. 

SOME  RECOMMENDATIONS 

In  order  that  the  position  of  the  wholesaler  may  be  constructive,  the  following 
suggestions  or  recommendations  are  offen'd  w^hich,  if  enacted,  could  be  helpful 
to  the  small  businessman  in  the  retail  and  wholesale  fields. 
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(!)  Price  policy  and  registry 

^ competent,  permanent  Federal  agency  such  as 
the  ICC  or  FCC,  of  the  prices  of  large  suppliers.  Any  manufacturer  or  other 
supplier  of  a substantial  percentage  of  any  products  generally  sold  to  individual 
consumers,  should  be  required  to  register  his  price  list  and  to  file  all  changes 
from  time  to  time. 

, other  details  of  pricing  should  also  be  filed  and  justified  by 

definite  relationships  to  savings  in  packing,  delivery,  order  handling,  billing,  etc. 
Maximum,  logical  savings  should  be  determined  and  established. 

(c)  Functional  discounts  should  be  permitted  to  wholesalers  who  certify  that 
they  serve  primarily  the  small,  individual  retailers. 

(d)  Minimum  mark-ups  should  be  established  for  wholesalers  and  retailers. 
This  minimum  would  be  the  supplier's  registered  price  plus  the  appropriate 
mark-up  for  the  channel  of  distribution.  It  is  suggested  that  these  mark-ups  be 
below  the  average  overhead  of  doing  business  so  that  they  would  not  in  any  way 
guarantee  a net  profit,  nor  discourage  the  exercise  of  personal  initiative,  but  would 
at  least  guarantee  the  small  operator  a modicum  of  profit  on  every^  item  he  sells. 

(2)  A distributors^  advisory  committee^  including  trade  representation 

(o)  Such  a committee  should  be  available  to  advise  the  regulatory  agencv  on 
policy  pertaining  to  pricing  and  mark-ups. 

(6)  1 he  same  or  similar  agency  should  be  available  for  consultation  on  loan 
policies  to  retailers. 

(c)  Such  a committee  or  organization  should  have  the  opportunity  of  reviewing 
and  advising  on  all  proposed  future  legislation  affecting  distribution. 

{8)  Classification  plan 

(а)  Distributors  should  be  permitted  to  qualify  and  be  licensed  as  retailers  or 
wholesalers.  They  would  thereby  be  governed  by  the  price  and  mark-up  policy 
for  that  classification  only. 

(б)  Changes  of  status  and  exceptions  for  certain  lines  of  products  to  be  approved 
and  published. 

(c)  Arbitration  and  complaint  procedure  established. 

{4)  Inventory  guaranties  to  be  available  from  Government  at  a high  percent  of  approved 
cost  to  retailers  to  assure  the  price  floor 

(a)  A plan  should  be  available  similar  to  the  loan  prices  for  farm  commodities. 
This  would  enable  small  retailers  in  distress  to  dispose  of  their  inventories  through 
Government  channels  at  a very  small  loss  and  prevent  dumping  the  goods  on  the 
market  at  prices  below  minimums,  which  would  have  deflationary  effects.  The 
Government  should  dispose  of  such  repossessed  inventories  on  an  auction  system 
to  qualify  wholesalers  for  a loan  if  necessary. 

(5)  Financing  veterans  on  preferential  basis  and  others  in  establishing  new  retail  or 
wholesale  businesses.  Terms  similar  to  HOLC  or  wartime  loans  to  manu- 
facturers 

(а)  This  financing  would  be  subject  to  certain  experience  qualifications. 

(б)  This  financing  would  be  restricted  to  areas  not  already'  ov'ercrow'ded. 

(c)  The  policies  governing  the  experience  and  location  could  be  cleared  in 
advance  by  the  Distributors'  Advisory  Committee. 

{6)  Small  retail  and  wholesale  establishments  should  be  exempted  wherever  possible 
from  regulations,  for  ms  f special  taxesy  and  other  nuisance  paper  work  necessary 
for  the  regulation  of  large  businesses 

(7)  Provisions  should  be  made  for  special  research  facilities,  educational  and  advisory 
services,  financed  by  the  Government  for  dissemination  through  trade  associa- 
tions to  wholesalers  and  small  retailers 

If  the  capitalistic  form  of  society  is  generally  regarded  as  the  most  ideal  pattern 
for  the  greater  number,  then  opportunity  for  exercising  freedom  of  initiative  is 
implicit  in  the  capitalistic  society  or  American  way  of  life.  Hence,  the  preserva- 
tion of  the  small  businessman  is  tantamount  to  the  preservation  of  the  American 
way  of  life,  of  freedom  or  opportunity  for  all.  It  follows  that  th^  preservation  of 
opportunities  for  small  retail  businesses  and  of  the  middleman,  who  is  essential  to 
his  success,  is  the  very  crux  of  our  American  life. 
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Statement  of  Ed  Wimmer,  President,  Forward  America  Publishino  Guild 

Inc.,  Director,  Public  Relations,  Community  Pro^iress  Foundation’ 

Aovember  20,  1946  ' 

Tlu?  Community  Progress  Foundation  is  an  educational  organization  made 
up  of  approximately  1,500  business  and  professional  men.  and  otheis  in  almost 
all  walks  of  Me  The  fonndation  sponsors  the  program  of  the  Forward  America 
Publishing  Guild,  which  program  is  designed  to  focus  public  and  legislative 
interest  in  preserving  and  expanding  the  America  free,  competitive,  enterprise 
system,  hiipporting  members  are  unanimously  opposed  to  any  further  expansion 
oi  the  interstate  chain-store  systems,  and  are  opposed  to  the  merging  of  competing 
corporations,  no  matter  what  the  circumstances.  We  recommend  that  drastic 
legislation  be  adopted  that  will  succeed  in  halting  all  mergers  of  competing  cor- 
porations, and  at  the  same  time,  set  in  motion  a program  to  “unmerge^*  whatever 
possible,  those  corporations  now  formed  into  holding  companies  similar  to  the 
pattern ^llowed  by  the  utilities,  and  that  the  death-sentence  clause  of  the  Public 

I tihty  Holding  Conijiany  Act  be  applied  to  all  similar  holding  companies  in  all 
lines  of  business. 

The  approach  to  the  chain  store  and  holding  company  question  should  be  made 
without  a display  of  sentiment  in  behalf  of  any  segment  of  the  economy.  The 
plight  of  small  business  and  consideration  for  the  future  welfare  of  small  Vnisiness 
IS  a problem  that  should  be  approached  in  the  light  of  national  welfare  and  se- 
curity, for  as  a class,  small  businessmen  have  no  call  upon  government  for  any 
special  protection. 

It  is  now  very  clear  to  any  student,  however,  that  small  business  must  be  saved 
and  new  and  wider  opportunities  opened  to  our  people  to  engage  in  small  business 

if  the  American  system  of  free,  competitive,  and  private  enterprise  is  to  survive 
at  all. 

There  can  be  no  freedom  of  enterprise.  No  political  freedom,  in  a national 
economy  dominated  by  monopolistic  forces  of  any  kind,  and  the  economv  of  the 
United  btates  has  become  so  overrun  with  monopoly  business,  monopoly  finance, 
monopoly  labor,  and  monopolistic  government,  that  many  thinking  Americans 
are  beginning  to  doubt  the  ability  of  Congress  to  meet  the  situation. 

feuch  a thought  is  repugnant  to  the  writer,  but  to  deny  that  such  thinking  is 
predominant  in  the  “best^^  circles  is  to  deny  the  truth. 

As  far  back  as  1935,  12  out  of  16  membiTs  of  the  Commission  on  Social  Studies, 
sponsored  by  the  American  Historical  Association,  signed  a report  in  which  it  was 
stated: 

iP^**"*  form  of  government  and  Constitution  is  obsolete  in  theory  and 

ineffective  in  practice.  It  is  top-heavy  and  has  become  an  enormous  parasite  on 
the  energies  of  the  people  * * * Class  cannot  be  gotten  rid  of  except  by 

getting  rid  of  private  ownership  of  the  essential  means  of  production,” 

hen  the  source  of  such  a statement  as  this  is  given  careful  consideration,  its 
effect  will  not  be  lost. 

Interesting  indeed  is  a further  statement  of  these  learned  educators.  *Tt  is 
clear  from  p^t  and  present  experience,”  they  say,  “that  a capitalistic  system  based 
mi  the  acquisitive  motive  wull  not  result  in  a stable  economic  or  social  order.” 
They  say  that,  “under  capitalism,  10  percent  of  the  people  enjoy  luxury,  while 
90  percent  are  steeped  in  despair.” 

\\  hat  they  should  have  said,  is  that  a capitalistic  system  based  on  monopo- 
listic acquisition  could  not  result  in  a stable  economic  or  social  order,  for  it  is 
human  nature  to  be  “acquisitive,”  and  mono'polistic  acquisition  is  possible  only 
when  capitalism  is  misoperated. 

Misoperation  of  our  capitalistic  system  got  under  wav  on  a big  scale  when  the 
United  States  Supreme  Court  gave  birth  to  the  “rule  of  reason”  in  1911,  when  the 
Court  said  that  was  no  evul,  and  thus  gav^e  the  “go”  sign  to  the  merger 

groups.  This  was  the  beginning  of  the  era  when  the  Sherman  Act  became  one 
thing  in  theory  and  another  in  practice,  and  here  began  the  ground  work  of  the 
1929  crash  and  its  aftermath  of  unemployment  and  Government  spending. 

It  should  therefore  be  very  clear  that  we  have  ^^ivound  up  too  tight^^  in  our 
economic  growth,  and  that  if  the  job  is  gotten  under  way  soon  enough,  and  in  a 
practical  though  idealistic  way,  that  we  can  “unwind”  profitahly^  successfully,  and 
democratically. 

Any  other  course  will  lead  us  to  disaster.  We  are  the  one  great  capitalistic 
nation  left  on  the  face  of  the  earth.  All  other  nations  died  from  too  much  con- 
centration of  economic  pow'er  in  the  hands  of  the  few.  Ours  is  the  most  con- 
centrated economy  in  w'orld  history.  Our  debt  is  the  biggest.  Our  obligations 
are  the  biggest.  Our  people  are  demanding  the  highest  standard  of  living  ever 
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demanded  by  any  other  people  and  if  this  demand  is  not  met  under  the  private- 
enterprise  S3'Stem  our  people  will  bring  about  a change  that  will  not  be  to  their 
benefit  or  to  the  benefit  of  the  outside  world.  It  is  therefore  imperative  that 
swift  action  be  taken  against  all  forces  engaged  in  the  liquidation  of  our  demo- 
cratic w^ay  of  life,  and  the  most  dangerous  element  w'e  must  deal  with,  is  the  group- 
ing of  businesses  into  private  economic  states,  no  less  collect ivistic  in  their  nature 
and  operation  than  the  collectivisms  of  the  Old  World.  These  little  economic 
states  * * * ahvays  little  even  w^hen  compared  to  some  political 

states,  niust  be  unscrambled  by  a strengthening  of  the  antitrust  laws,  and  Iaw\s 
governing  business  in  the  future  must  be  accompanied  by  penalties  so  heavy  as  to 
completely  discourage  any  violation. 

Willis  J.  Ballinger,  former  economic  adviser  to  the  Federal  Trade  C'ommission, 
made  the  statement  to  the  committee  on  hearing  of  the  TNEC,  that  for  “48  j^ears 
we  have  been  trying  to  deter  economic  murderers  with  10-cent  penalties  for  each 
mass  killing,”  and  he  recommended  jail  sentences  and  fines  for  all  persons  violating 
the  antitrust  law's. 

The  TNEC  hearings  offer  no  end  of  evidence  substantiating  the  evils  growing 
out  of  the  giant  interstate  chain-store  systems;  the  concentration  of  banking  in  a 
few'  big  centers;  the  predatory  methods  employed  by  holding-company  combines 
to  add  victims  to  their  toll;  the  flaunting  of  the  law  in  the  payment  of  small  fines 
representing  an  infinitesimal  part  of  the  steal  that  goes  on  and  on.  The  recent 
case  of  the  Government  involving  the  Great  Atlantic  & Pacific  Tea  Co.  is  a flaming 
example  of  the  lengths  that  a chain  will  go  to  in  its  attempt  to  rule  or  ruin,  and 
what  it  will  do  to  defeat  the  law*  when  the  law'  steps  in.  The  manipulators  of  all 
the  big  holding  companies  have  the  biggest  and  most  influential  law  firms  in  the 
Nation,  and  the  tiniest  loophole  in  any  law*  governing  the  conduct  of  corporations 
is  used  to  escape  punishment  for  any  illegal  act. 

It  matters  not  what  the  big  industrialists,  big  bankers,  big  labor  leaders,  big 
or  little  economists  or  politicians  may  say,  this  Nation  is  going  to  lose  its  inde- 
pendence if  big  labor,  big  business,  and  big  Government  is  not  put  through  the 
WTinger  of  decentralization. 

This  prediction  will  come  true  whether  we  run  our  cars  on  gas,  water,  or  atoms, 
or  have  breakfast  served  in  bed  by  television.  Social,  economic,  and  political 
justice  has  no  chance  of  surviving  in  any  nation  where  great  power  over  the  many 
is  delegated  to  the  few*. 

For  the  past  50  years,  big  business  has  been  liquidating  little  business  and 
concentrating  in  the  hands  of  the  few*  the  ownership  and  responsibilities  that 
should  rightfully  be  shared  by  a constantly  growing  number  of  people. 

To  deal  with  this  great  concentration  of  economic  power,  the  farmer  and  worker 
were  forced  to  place  tremendous  bargaining  power  in  the  hands  of  a few  individuals, 
and  to  maintain  its  authority  over  big  business,  big  labor,  and  powerful  farm  groups, 
Government  had  to  centralize  its  powers  and  increase  its  bureaus,  or  become  a secondary 
power. 

In  1933,  I stated  that  the  Roosevelt  administration  would  be  no  more  than  a 
“gap”  between  the  end  of  one  great  depression  and  the  beginning  of  another 
“if  the  chain-store-monopoly-cartel  question  was  not  solved.”  This  prediction 
was  about  to  become  a fact  w^hen  the  country  was  saved  by  the  defense  program 
and  the  outbreak  of  war,  and  I say  now'  that  if  cartels,  monopolistic  combinations, 
and  the  largest  chain  organizations  are  not  unscrambled,  the  afterwar  prosperity 
w'hich  is  now*  in  the  making  will  be  just  another  gap  between  a glorious  victory 
on  the  battle  front  and  an  overwhelming  defeat  on  the  home  front. 

Let  us  look  at  a few'  of  the  facts  which  support  this  contention.  At  the  present 
writing  we  have  encased  about  our  necks  a Federal  debt  of  $265,000,000,000. 
The  interest  and  carrying  charges  on  this  debt  will  amount  to  $5,000,000,000  or 
more  a year,  or  nearlj'  twice  the  Federal  tax  collections  in  1929.  If  w'e  pay  this 
interest  for  10  years,  we  will  have  turned  over,  mostly  to  banks  and  corporations, 
about  three  times  the  debt  of  the  First  World  War. 

Various  estimates  have  been  submitted  on  future  military  overhead  starting 
at  $4,000,000,000  and  running  as  high  as  $10,000,000,000  for  at  least  the  next  10 
years,  which  does  not  include  care  of  the  wounded,  pensions  for  dependents, 
insurance  payments,  etc. 

It  is  pretty  certain  that  a minimum  of  2,500,000  Federal  employees  will  remain 
on  the  Federal  pay  roll  for  a considerable  length  of  time,  and  when  you  tack  onto 
this  the  collection  of  social-security  taxes,  aid  to  the  schools,  possible  projects, 
and  scores  of  other  things,  you  begin  to  run  up  quite  a bill. 

Dq  you  think  it  will  be  less  than  $25,000,000,000  annually?  Have  you  thought 
about  the  State  taxes  of  not  less  than  $12,000,000,000  annually?  Where  is  all 
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virtually  all  of  the  tangible  wealth  of  our  48  States  ^ ) is  a mortgage  on 

whatreitwUT"  * * * so 

£OOnf^nnn^ neod  10,000,000  homes  in  the  next  10  years 

of7a1g”eS’ 

tlun  there  is  the  glass  and  plastic  industries,  and  the  needs  of  foreign  countries  to 

5'sr.'  “ «is;.;  “ois 

While  all  this  trouble  was  brewing,  the  fruit  growers  in  Florida  and  ralifrimin 

NeS  \ZlWu7m7ofLfdT  three  out  of  Jive  babies  died  in  one  of 

stiiffir,,,  fi  ^ ^ ^ ! orange  juice.  Granaries  were  bulging  and  rats  were 

Srmpp!  ?"•  foods,  but  the  farmers  couldn’t  sell,  and  650  000 

farmers  who  didn’t  join  farm  rioters  lost  their  farms.  oou.uuu 

thine  *hnf  7 ^ same.  Everybody  seemed  to  need  every- 

^ reason  or  other,  the  economic  machinerv  of  the  world  had 

gotten  out  of  par  and  men  began  to  raise  their  arms  to  dietkors  who  nromised 

great  tragedy  of  its  kind  that  this  and  probably  the  next 
gpcration  could  sur\ive.  Our  debts  make  another  dejiression  in  io  20  or 

^ happen”  problem  for  each  and  every  one  of  us,  for  depres- 
sion here  would  mean  depre.ssion  everywhere  * * ♦ ^ devastatine  war 

to  the^/iS TSe^dLlfHe'*"  T ^ people,  except  to  gear  our  economic  machinery 
to  two  } nil  potentialities  of  & free,  cornpetihve  enterjiri.se  system,  with  every  coii- 

expansion  of  independent  farming  and  independent  business 
Ao  other  sy-stem  has  proven  itseU  eapable  of  producing  such  freedoms  as  we  Amcri- 

nnde?  h',p  F®"'".’  system  brings  out  the  qualities  which  only  freemen 

under  the  .lmenca?i  system  have  demonstrated.  Under  any  other  svsteni  there 

f.j^ave  written  here,  and  what  I .shall  write  further,  is  not  put  in  print 

r,!  n rather  to  put  down  cold  facts  which  all  ot  us 

must  face,  for  only  in  the  knowing  of  facts  can  we  hope  to  solve  our  jiroblems 

imi  cannot  pick  up  a newspaper  or  magazine  without  reading  about  another 
^ .reduces  the  number  of  jobs  and  decreases  the  number 

of  \palth-producing  enterprises.  Under  such  circumstances,  is  there  any  possi- 
bilit.\  of  maintaining  some  55,000,000  jobs  after  the  catch-up  in  short  merchandise 
h^s  pan  attained?  Is  anyone  stupid  enough  to  believe  that  everything  w ill  be 
all  rigp,  because  it  came  out  all  right  in  the  past?  ■■  ^ 

During  the  war  w'e  produced  7.0  percent  more  electricity  with  20  percent  less 
workers  than  in  1939.  We  produced  50  percent  more  farm' jirod nets  in  1943  with 

with^onn  nnnT  ^han  in  1918.  We  dug  10  times  as  much  coal  in  1943 

with  200,000  less  miners  than  we  had  in  1918;  and  with  1,000,000  less  workers  and 

broken-dowm  equipment,  the  railroads  moved  more  than  twdee  the  tonnage  they 
moved  in  1918.  Probably  op  of  the  most  startling  developments  in  technology 
wp  the  cotton-picking  machine  that  picked  cotton  for  $1  per  500-pound  Ibale 
wlmre  previously  the  underpaid  cotton  pickers  got  $32  per  bale. 

Tp  big  manufacturers  in  the  rubber  industry  now  have  capacity  to  produce 
10  times  the  world  peacetime  use  of  rubber  products,  and  the  big  automobile 
companies  have  stated  they  can  turn  out  100  cars  in  the  same  time  they  turned  out 
'A  AAA®  war.  Announcements  have  been  made  that  tires ‘will  last  for 

+ ’oAA  AAA  ®’  predicted  the  car  of  the  future  will  be  holding  up  well 

If  we  do  not  face  these  facts  and  look  boldly  for  the  right  solution  to  long-run 
employment  and  increased  enjoyment  of  the  freedoms  we  know'  are  possible,  then 
w'e  shall  see  the  destruction  of  our  .society  and  the  raising  in  its  place  of  some  system 
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of  state  dictatorship,  in  which  individual  self-reliance  and  the  spiritual  values  now 
beckoning  us  will  not  exist. 

It  is  my  opinion  that  nothing  hut  the  outright  stoppage  of  mergers  and  consolidations 
<uia  me  beginning  of  a huge  decentralization  program- — designed  to  keep  bigness  in  all 
fields  as  near  as  possible  to  its  optimum  size  and  strength — with  great  concentration 
on  creating  opportunities  in  the  service  fields— is  the  only  hope  of  the  future. 

In  support  of  this  opinion,  I offer  a brief  outline  of  the  evil  effects  of  some  of  the 
major  holding-company  developments  in  the  field  of  everyday  necessities:  Suppose 
we  start  with  General  I'oods  Corp.,  which,  like  Standard  Brands,  has  specialized 
in  packaged  food.  ihe  attached  chart  shows  the  date  of  incorporation  and  a list- 
ing  of  the  major  acquisitions  but  it  docs  not  show  the  subsidiaries  of  the  subside 
lanes.  According  to  M.  C.  Steele,  of  the  Federal  Trade  Commission;  the  General 
roods  and  Standard  Brands  ( orp.,  ^^dominate  the  packaged-food  industrv'.’^ 

• 1 Postum  Cereal  Co.  and  took  its  present  name 

in  Ihe  first  company  taken  in  by  General  Foods  was  the  Jell-O  Corp.  of 

Le  Boy,  N.  1.  Next  came  Inglehart  Bros.,  of  Evansville,  Ind.,  who  owned 
16  cmintry  elevators  and  who  were  moving  forward  with  their  Swans  Down  cake 
flour.  1927  and  1940,  General  Food.s  acquired  three  more  flour  mills. 

In  1920  Minute  Tapioca  Co.,  of  Orange,  Mass.,  was  taken  over.  Minute 
lapioca  was  a discovery  of  a Boston  landlady  in  1894,  and  the  companv  was  a 
great  success  before  Cieneral  Foods  got  it.  Walter  Baker  Co.  was  the  next  major 
acquisition.  W^alter  Baker  started  grinding  chocolate  in  1765,  and  the  Baker  Co. 
stood  up  under  et^er^  depression  and  war  thereafter,  and  the  company  never  stopped 
growing  and  did^not  need  to  sell  out  to  General  Foods  io  be  a bigger  success.  In  an 
advertisement  General  Foods  has  the  gall  to  say:  If  we  can  encourage  the  initiative 

Walter  Bakers  of  today  we  can  provide  the  jobs  of  tomorrow\'^ 
C^bin  Prrxliicts  C o.,  of  St.  Paul,  was  a going  success  when  acquired 
by  General  Foods.  The  Cheek-Neal  Co.,  of  Nashville,  Tenn..  grew'  from  the 
initiative  of  a farm  boy  w ho  went  to  w'ork  for  a wholesale  grocer  in  Nashville  and 
• who  began  to  experiment  with  coffee  blends.  It  was  not  long  afterward  that  the 
^mous  Maxwell  House  in  Nashville  agreed  to  try  the  coffee,  and  from  then  on  Joel 
Cheek,  the  ex-farm  boy,  w'rote  his  name  across  the  pages  of  American  enterprise 
Jhinng  the  same  year  that  General  Foods  grabbed  up  Cheek-Neal,  the  growing 
giant  acquired  La  FTance  Manufacturing  Co.  and  Calumet  Baking  Powder*  and 

CVystal  Salt,  Frosted  Foods,  Certo  Corp.,  General  Sea  Foods, 
JNorth  Atlantic  Co.,  and  the  subsidiaries  of  these  corporations. 

^ \ oil  get  an  idea  of  what  kind  of  thinking  is  liack  of  these  mergers  by  looking 
into  the  decaffeinated  coffee  business.  Postum,  the  most  widely  accepted  coffee 
substitute  on  the  market,  was  a General  Foods  product.  The'n  came  Sanka— 
acquired  by  General  Foods  in  1932;  and  1937,  Kaffee  Hag,  Sanka’s  principal  com- 
petitor, was  taken  over  in  1937. 

This  gave  General  Foods  a virtual  monopoly  of  the  decaffeinated  coffee  industry 
and  the  biggest  dealer  in  caffeine.  Now,  when  vou  turn  vour  radio  dial  vou  are 
told  to  drink  more  Maxwell  House  “for  that  re.stful  feeling’’  * * * and  a few 

minutes  later  an  announcer  advises  you  that  if  vou  “kick  the  dog,  beat  vour  wife 
and  kids,  and  browbeat  your  employees” — why,  that’s  “coffee  nerves”  ‘ * * * 

which  you  can  cure  immediately  by  drinking  Kaffee  Hag,  Postum,  or  Sanka  In 
other  words,  if  General  Foods  scares  you  off  their  Maxwell  House  or  anv  other 
coffee,  they’ll  get  your  business  and  make  big  profits  on  their  decaffeinated  products 

Here  is  an  example  of  outright  violation  of  the  spirit  and  intent  of  the  antitrust 
laws,  and  it  portrays  perfectly  the  greed  and  unsound  reasoning  of  the  men  in  this 
country  who,  wittingly  or  unwittingly,  are  overthrowing  the  American  system  of  free 
and  competitive  enterprise,  ' 

Standard  Brands  Corp.,  like  General  Foods,  started  with  a long-e.stablished 
company,  the  Fleischmann  \east  Co.  The  best -known  Standard  Brands  aenuisi- 
tions  have  been  the  Royal  Baking  Power  Co.,  Chase  & Sanborn,  Davis  Distilling 
Strong  * Cobb,  Louden  Packing,  Standard  Margarine  (as  soon  as  thev  started 
selling  niargarine,  they  advertised  it  as  a product  of  the  niakers  of  Fleischmann 
Yeast),  Shefford  Cheese,  and  \Y  ildar  Food  Products. 

Both  General  Foods  and  Standard  Brands  should  be  “unwound”  just  as  the 
death  sentence  of  the  Holding  Company  Act  intended  the  utilities  should  be 
unwound.  ’ Amendments  to  the  ClaxTon  Act  of  1914  now  being  studied  bv 
Congress,  and  which  are  intended  to  stop  further  merging  of  competing  corpora'- 
tions,  should  be  made  retroactive  to  1914,  for  the  wording  of  the  Clayton  4ct  made 
clear  to  the  contranest  of  lawyers  that  the  intent  of  the  Congress  was  the  prevention  of 
consolidation  of  competing  corporations.  ^ 

The  two  giants  of  the  dairy  industry,  the  National  Dairy  Corp.  and  the  Borden 
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examples  of  the  monopolistic  trend  that  is  destroying  our  free 
enterprise  system.  Organized  only  21  years  ago  the  National  T'lairv  nao 

acquired  in  that  time  more  tlian  S60  separate  concerns,  many  of  which  were  already 
operating  a number  of  subsidiaries.  Ily  1927  National  was  buying  ie08  percent 

ft  the  farms  in  the  United  States,  and  milk  repreLiited 

21  percent  of  the  national  farm  income  in  that  year.  tVilhout  pioneering  a single 
enterpri.se  National  put  its  Sealtest  label  on  40  percent  of  the  ice-cream  business  of 
.1/ame,  ol  percent  in  Vermont;  52  percent  in  Connecticut;  48  percent  in  New  Jerseir 

Z ” .C-;47  percent  in  North  Carolina;  32  percent  in  the 

g cat  State  of  Pennsylvania,  with  lesser  and  higher  percentages  in  other  markets. 

N.\TIONAU’s  .MONOPOLISTIC  TENDENCIES  SHOW  UP  IN  THE  COMP.-tNV’s  INCREASINC 
OPEH™'”'^'^’  *='-KBY  MARKEr  WHER  J ^HbToMPA^ 

Through  I, urchase  of  the  Cheyv  Chase-Chestnut  Farms  holdings  in  Washington 
D C ^atlonal  sold  o6  percevt  of  all  the  milk  consumed  in  the  Capital  Citu  in  %)38’ 
and  despite  the  exhorbitaiit  price  paid  for  these  properties,  National  received  in 
d vidends  111  10  years  an  amount  little  short  oj  its  entire  investment  In  1938  the 
year  when  Roosevelt  wa.s  ajipealiiig  for  milk  subsidies  for  the  farmer  Mr  McIn- 

«»"  ^olior.ai so 

I ^I‘’J“”crney  answered  that  National  wanted  him  to  think 
that,  and  when  O Mahoney  stated  his  belief  that  unnece.ssarv  bigness  in  business 

To  deSe  ^'’''^'■riment,  Meinnerney  retorted  that  such  belief  was  open 

Mclnnerney,  like  all  the  other  monopolists,  is  unquestionably  blind  to  the 
outcome  of  the  depredations  of  organizations  like  the  one  he'  heads.  With 
consideration  for  volume  only,  National  has  raided  markets  with  free  milk  secret 
discounts,  loans  to  dealers,  misleading  advertising,  and  every  other  form  of  cut- 
throat  competition  known  to  the  trade. 

National  sells  more  than  50  percent  of  all  the  cheese  produced  in  the  United  States 

Kra^Mn^^sr?;^  \ -^^^tional  bot.ght  up 

Kraft  in  193R  it  had  already  acquired  other  leading  cheese  comiianies  and 

Coverninent  officials  have  given  testimony  to  the  fact  that  Borden,  Sukft,  Armour 

Aatwnal,  am  a few  other  companies  have  controlled  prices  paid  dairy  farmers  and 
prices  charged  the  consumer.  j.numeisuna 

The  whole  story  of  National  ami  Borden  is  a rotten  tale  of  cutthroat  competi- 
Bon  geared  to  monopoly ; and  with  the  money  situation  what  it  is  today,  both 

National  and  Borden  should  be  stopped  in  their  tracks  and  ordered  to  liquidate 
their  various  holdings  within  7 to  10  years.  lumme 

Ihe  .Sealtest  laboratories  eould  be  maintained,  trade-mark  and  research  facili- 
t es  could  be  franchised  out  to  selected  plants,  and  radio  advertising,  etc.,  con- 
tinued. 1 he  result  would  be  more  localized  buying  and  selling  of  milk  products 
creating  more  owners  instead  of  managers.  ITofits  would  be  put  in  local  reser- 
voirs. ( ompetiiig  units  would  be  put  on  equal  competitive  terms.  I.abor  rela- 
Kons  would  be  improved;  and,  if  anything,  prices  would  have  a better  chance  of 
being  reduced  than  under  present  conditions 

The  chart  showing  the  holdings  of  Sterling  Drug,  Inc.,  offers  but  a surface  idea 
of  the  happenings  m the  pharmaceutical  field. 

Sterling  Drug  is  not  only  a domestic  monopolistic  combine  but  its  officials  have 
had  direct  connect  1011.S  with  foreign  cartels;  have  participated  in  international 
agreements  (mainly  with  the  German  Farbenindustrie)  in  fi.xing  prices  in  violation 
ot  the  law;  in  surpressing  manufacture  of  improved  products-,  in  the  (fivisioii  of 
whole  countries  into  noncompetitive  areas;  and,  in  general,  made  themselves  de- 
pendent upon  German  research  and  German  industry  far  many  of  the  most  vital 
products  in  the  held  of  medicine. 

International  monoiioli.sts  take  their  hat  off  to  no  flag;  and  because  of  the.se 
greedy  men,  many  an  American  boy  has  been  buried  under  foreign  sod.  The 
Gomestic  monopolist  may  be  a little  more  patriotic,  but  you  can  bet  his  patriotism 
can  be  measured  mostly  in  interest  on  Government  bonds  or  by  the  lip  service 
he  gives  out  when  other  people  are  asked  to  make  sacrifices 

If  you  will  give  some  attention  to  the  Sterling  chart,  you  will  note  the  number 
of  vyell-known  firms  which  Sterling  has  taken  over;  and,  as  in  other  charts,  many 

ot  tho.se  listed  have  several  subsidiaries  which  would  make  the  chart  so  much  more 
imposing. 
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Three  other  drug-product  holding  companies  have  been  quite  as  active  as 
Sterling.  Home  Products  Corp.  was  incorporated  as  a holding  company  under 
Delaware  laws  in  1926,  and  the  incorporators  were  men  identified  with  Sterling 
& Household  Products  Co.,  a well-known  Sterling  subsidiary.  In  1927  Home 
Products  acquired  A.  S.  Boyle  Co.,  of  Cincinnati,  the  Oxzyn  Corp.,  all  of  the 
capital  stock  of  International  Chemicals  Ltd.,  London,  England,  and  the  BLsadol 
Co.  From  1927  to  1930  several  other  prominent  firms  were  taken  over,  and  from 
1931  to  1944  Home  Products  gobbled  up  40  more  concerns,  among  them  such 
prominent  names  as  Three  in  One  Oil,  George  Washington  Coffee,  Dextra,  Belle 
Center  Creamery  & Cheese  Co.,  International  \Ttarnin  Corp.,  Biack  Flag,  \'ita 
Ray  Corp.,  and  Diamond  Dyes. 

United  Drug  Co.,  another  holding  company  confining  most  of  its  activities  to 
the  chain-store  field,  was  also  identified  with  Sterling.  In  1928  a superhoiding 
company,  incorporated  in  Delaware  as  Drug  Inc.,  was  set  up  to  control  Sterling 
and  United  L'lrug,  to  which  was  immediately  added  the  influential  Bristol- Meyers 
Co.,  Vic  Chemical,  and  Life  Savers,  Inc. 

According  to  Roger  E.  Barnes,  of  the  Federal  Trade  Commission,  the  stock- 
holders of  Drug,  Inc.,  voted  in  1933  to  ^^segregale”  its  properties  into  jive  new 
corporations.  Barnes  said  that  the  move  was  probably  made  because  of  the 
bankruptcy  of  the  Liggett  Drug  Co.  In  1933  (donT  laugh)  United  Drug,  Inc., 
was  organized  to  purchase  the  bankrupt  Owl  Drug  Co.  and  the  bankrupt  Liggett 
Co.,  and  United  Drug,  Inc.,  is  the  holding  company  holding  the  L’nited  Drug 
Co.:  Just  recently  L^nited  purchased  several  hosiery  mills  and  at  least  two  smaller 
chains. 

In  this  summary  on  pharmaceutical  combines  I ought  to  include  a brief  story 
of  McKesson  & Robbins,  Inc.,  but  this  outfit  (Musica  made  it  famous)  has 
grabbed  off  some  eighty-odd  companies  since  19^8,  and  its  record  is  so  bad  that  it 
would  require  too  much  reading  for  this  report. 

We  find  that  Swift  & Co.  has  plants  or  distribution  agencies  in  every  large  city 
in  America,  and  extensive  foreign  operations.  The  company  reported  profits  in 
1944  of  $15,662,635  after  taxes,  on  .sales  amounting  to  $1,573,992,504.  Swift 
operates  49  meat-packing  plants  and  113  or  more  plants  that  manufacture  or 
process  dairy  products,  poultry,  cottonseed  products,  oils,  fertilizer,  and  heaven 
knows  what  else.  The  big  packers  pla}’  all  ends  against  the  middle,  lobbying 
against  margarine  taxes  on  one  hand,  and  for  margarine  taxes  on  the  other  to 
keep  in  the  good  graces  of  the  farmers.  Swift  has  worked  with  other  big  packers 
like  Armour  and  Wilson  in  the  control  of  markets;  bank  credits  to  smaller  buyers 
have  been  shut  off  and  retail  markets  have  been  raided  with  disastrous  results. 

Armour  has  been  no  less  an  offender,  and  the  two  companies  with  their  volume 
of  over  three  billion  annually  (1944)  are  in  a position  to  wreck  any  market  they 
wish  to  dominate.  Armour  owns  or  controls  about  317  branches  and  about  135 
plants  manufacturing  and  processing  scores  of  products  which  are  in  no  way 
related  to  the  slaughtering  business.  These  two  monsters  should  be  cut  down 
to  the  business  of  slaughtering,  processing,  and  selling  meat  and  meat  byprod- 
ucts, a!id  directors  of  the  two  companies  should  not  be  permitted  to  serve  on  the 
board  of  any  corporation  or  bank  other  than  the  bank  institutions  directly  con- 
nected with  Swift  and  Armour  operations.  Through  interlocking  directorships, 
officials  of  all  the  Big  combines  are  able  to  cut  off  markets  of  competitors,  and  in 
other  ways  add  to  the  formation  and  growth  of  unrelated  corporations. 

It  was  Henry  Wallace  who  said:  ‘‘In  1942,  under  the  influence  of  this  tendency, 
75  percent  of  our  war-production  contracts  were  held  by  56  of  our  corporations. 
The  true  danger  in  such  a situation  is  not  that  a few  men  become  rich.  / am 
preaching  no  warfare  on  wealth  as  wealth.  The  true  danger  is  that  decisions  deter- 
mining  the  economic  destinies  of  millions  upon  millions  of  Americans  tend  to  be 
made  by  a few  men  in  a few  central  spots.  This  concentration  of  economic  power,  if 
unchecked,  could  finally  give  us  a private  planned  economy  just  as  tyrannical  as  any 
public  planned  economy.  Economic  freedom  requires  that  economic  decisions  should 
be,  as  much  as  possible,  not  concentrated  but  diffused.  They  should  be  made,  as 
much  as  possible,  not  by  haiidfuls  of  men  but  by  multitudes  of  men.  True  free  enter- 
prise cannot  survive  except  by  the  enterprise  of  the  many.^^ 

It  is  the  opinion  of  the  writer  that  in  Mr.  Wallace's  statement  we  may  see 
the  basis  for  the  growth  of  socialistic  thinking  in  this  country;  and  what  would 
happen  if  radio  broadcasting,  for  example,  should  become  only  partly  socialized? 

Despite  vigorous  protests  of  minority  members  of  the  Federal  Communications 
Commission,  the  Crosley  Radio  Station,  V'LW,  became  the  pro]>erty  of  the 
monopolistic  combination  known  as  AVCO — the  Aviation  Corp.  of  America. 

AVCO  is  one  of  the  biggest  holding  companies  in  the  world,  and  now  it  has 
acquired  the  loudest  radio  voice  in  the  world.  AVCO’s  chairman,  Victor  Em- 
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questioning 

de.Vi.V' "r;'ia;v\tf'r„;'5,i;s^  fo.''Z' u,,£7'r'i’"'= 

questionnaire:^  and  qualify  ^ds  wait  voVt  ^’"'  out  .stack.s  of 

interest/^  ' <>*)-uait  venture  as  beiUK  “A//?/  in  the  public 

.nSnerst,,"'*/!’'’  ij,’;;'  "■  ^he  C„„.- 

other  big  coriiorations  had  been  granted  sirniKr  nr?v,f  'T' 

casting  stations;  tlial  therefore  the  am.lie^.t  • purchasing  broad- 

Tim  ,li.»,o„li„„  Co, ; nVllo,  " "'" 

tlim  MIO  of  rca,-.i)iiiu([.  aiiil  iliov  put  up  a m ilian't  dpf,’.,,  1 against 

niissioncr  akefield  wrote  the  dissentincr  ^ n f’om- 

tyiie  of  corporate  structure  which  has  Innrr  hoi  ’ 

of  this  country  and  to  Congress  itself  because  of  r People 

which  small  groups  of  individuals  throuirb  tb/.  n ^ cnoss  as  a device  bv 

enabled  to  dominate  large  segments  of  otir  natfm  ^ I P^PP*‘-‘’-'^  money,  are 

sponding  responsibility  to  the  public  which  is  «o  vita  h-iSmr/ 
or  even  to  their  stockholders  whose  proxies  Uiev  use 

power.  If  to  this  concentration  of  eenriomt  i dT-  fi  ^ fl'cir  positions  of 

power  of  infinencing  public  opinion  (imagine 
anytime)  * * * the  result  is 

challeiige  the  sovereignty  of  Governmem,  itself"” ^ repository  of  power  able  to 

felt  “ZSIraml  H TT'h  “ 

•something  about  it.  Aiivone  who  cLi  write  ian  kil  ^'^ngress  does 

in  print,  but  broadcasting  privllegS  are  so  Hmih*d^«??f hi-'^  < houghts 
the  people  who  are  granted  HeS  4o,.ld  , m *■"  ""  ^reat,  that 

have  been  soM  locally  wit hmit/Liv  diffii-ultv 

buy  the  property  could  have  been" found  Crn'"/ r ^ capable  and  willing  to 
whoever  bought  the  radio  fLdi  LX/d  aLT/  that 

regulations  were  proi.erlv  iider  ^ If  the  FGO 

There  is  too  much  danger  in  thi.Vk^nd  of  deal  ol/owec/. 

with  other  enterpri.ses  when  offered  for  s do 'Tr''’*  /’fo^^Ioasting 
corpomlions  umdd  he  able  to  purchase  stations.  ^ fhe  largest 

does  soiiicthing  about  it  *Jf  the  trend  tn  time  that  Tongress 

continues  to  grow  worse  the  dem  in  k to  concentrated  control  over  broadca.sfing 

HG4,  Popnlat7on7ncrea«an^  J'>oni  1929  to 

over  $0,000,000,000)  and  is  interKel  w tl7r  K 

i.,v„lv..,l  ?.fh,™lrZ"o  W4,  a.,,1  i. 

o.lmr  l>.,,,k  i„  ,1m  eourury.  'no';, '“"a  "fpr  5 Mlli;™"'''’  »■>">  a-y 

of  W,2IW,072,0,2 

l our  had  u|)j>ed  its  dejiosits  to  .$3,441,030  000.  ’ *^^**'^  ^ argest  of  the  Big 

luaiuifactiiriiig  aiid7>7!c77i!iy  ptaiit^  clnl^’str'n  "'suranco  companies, 

pri-sos.  C'hase  has  7r7v 

and  control  of  billions  in  a.ssets  in  overv  1 iiul  i ■ higcther  the  ojieration 
the  board  of  Standard  Oil  ami  Shell  \ dir7-t  ^ h'‘^'acss,  having  a director  on 
Allied  Stores,  Oppenheim  Collins  and  - Bordens, 

Jiercent  of  the  a.ssets  of  Chase  XaViomd  O-.vp  bettor  than  00 

bonds,  which  means  that  while*  Chase  is  i.nflip*  Government  war 

through  its  private  enterpri.ses  Uiicie  Sam  w o‘b’p  money  of  the  people 

hand  i„  tlmfonu  „,  ■>"- 
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y.  ^ °',pf  ^cw  \ork  has  a director  on  the  board  of  AIcCrorv 

^ Grant  Stores,  United  Drug,  & P,  Continental 

Oil,  1 idewater  (4il,  and  other  corporations. 

1 he  inyo.stment  banking  house  of  Lehman  Bros,  represents  a combination  of 
combinations  of  such  vast  economic  power  as  to  be  outside  of  the  bounds  of 
human  imagination.  John  1).  Hertz,  Lehman  partner,  sits  on  tlie  board  of  Tide- 
water Associated  Oil  and  I’aramoimt  Pictures.  John  liancock,  Ijehman  jiartner, 
is  a director  on  the  board  of  Jewel  lea  Co.,  .American  Stores,  Kroger  Grocery  ik 
Baking  Co.,  Sears  iioebiick,  W.  T.  Grant,  Van  Camj)  Milk,  United  States 
Playing  C ard  Co.,  Kimberly-Clark  Corp.,  A.  Stein  & Co.,  Van  liaalte  Corp., 
International  Silver,  and  Xaiional  Surety  (I’o. 

Philip  I.eliman  is  a director  on  tlie  board  of  the  Woolworth  C’o.  Robert  I.eh- 
man  is  on  the  board  of  Cdnible  Bros.,  .Associatefi  Dry  Goods,  AIa\'  Department 
Store.s  General  Foods  Corp.,  General  Cigar  Co.,  Duplan  Silk  Corp.,  and  United 
Piece  Dye  works.  Monroe  Gutmann,  l.ehman  partner,  is  a director  on  the  board 
of  .American  Bamberg  Corp.,  As.sociated  Rayon  Co.,  and  the  North  .American 
Rayon  Corp.  Paul  M.  Mazur,  Lehman  partner,  sits  on  the  board  of  Federated 
Department  Stores,  Bloomingdale  Bros.,  and  .Allied  Stores  Corp.  Joseph  A 
Thomas  is  a director  of  the  Schenley  Liquor  Co.  Harold  Azold,  Levman  em- 
ployee, IS  a director  on  the  board  of  Gimble  Bros.,  Allied  Store.s,  and 'interstate 
Department  Stores.  A\  ill  Levy,  I.ehman  employee,  is  on  the  board  of  interstate 
Department  Stores,  and  E.  E.  Richards,  Ijchman  employee,  is  .serving  on  the 
board  of  Jewel  Tea  and  Van  C'amp  Milk. 

Goldman,  Sachs;  Kuhn,  Locb;  Peabody  <k  Co.;  and  J.  P.  Morgan  are  others  in 
the  private  banking  combine  which  is  exercising  a powerful  influence  over  the 
industrial  life  of  the  Nation  and  which  Woodrow  Wilson  said  was  making  .America 
the  most  “highly  controlled  and  most  dominated  government  in  the  world.” 

During  the  congressional  hearings  in  1938,  Congressman  Patman  described  the 
situation  as  one  in  wliich  the  ideals  of  .American  free  enterprise  “are  no  longer 
existent.”  He  showed  that  the  24  leading  banks  had  3(5  directors  .serving  on  the 
board  of  14  food  and  mercantile  companies  with  as.'^ets  of  $1,031,400,000;  15 
directors  with  0 chemical  companies  with  as.siAs  of  $2,171,900,000;  19  directors 
with  5 automobile  companies  with  a.s.«ets  of  $2,012,500,000;  33  directors  with  4 
teleplione  and  telegrajih  coiiqianies  with  assets  of  $5,920,100,000;  82  directors 
with  15  tran.sportation  comiianics  with  a.s.sets  of  $14,389,400,000;  64  directors 
with  financial  corporations  with  re.soiirces  of  $14,119,300,000;  35  directors  witli 
public  utility  companies  with  asset.s  of  $8,.555, 800,000;  and  16  directors  with  5 steel 
companies  with  asset.s  of  more  than  $2,000,000,000. 

This  listing  of  directorships  and  the  re.^ourecs  tliey  represent  is  far  from  being  a 
complete  picture  of  the  vast  empire  being  built  up 'by  a few  big  banks  and  a few- 
big  industries,  but  it  tends  to  give  .some  idea  of  what  is  going  on.  Home  of  the 
bigger  industries  must  naturally  have  connections  with  the  biggest  banks,  and  it 
is  only  natural  that  the  bank  should  have  a director  on  the  board  of  the  corpora- 
tion in  which  it  has  invested  millions  of  dollars,  but  it  i.s  the  interlocking  and 
combining  of  industry  and  finance  into  one  gigantic  spider  welt  of  economic  autoc- 
racy where  the  danger  lies. 


The  board  of  directors'of  the  Alontgomery  Ward  & Go.  chain  is  an  example  of 
what  is  haiipening  within  the  network  of  trig  banks,  big  chain-store  systems,  and 
big  producing  industries.  Most  peo}ile  would  think  Hiat  .Montgomery  AVa’rd  & 
Co.  is  being  run  by  men  who  are  wholly  interested  in  the  chain-store  business, 
but  a look  at  the  names  of  Ward’s  directors  shows  an  entirely  ditferent  situation! 
On  the  board  of  this  second  largest  mail-order  chain  are  the  follow  ing  industrialists 
and  bankers;  Charles  F.  Glore,  jiartner,  Morgan  & Co.,  investment  banking  firm, 
and  director  of  Chicago  Corp.,  Continental  Causally  Co.,  Studebaker  Corji.,  and 
Libtiy,  McNeil  & Libby.  Donald  R.  McLcmnon,  chairman,  Marsch  & McLei'mon, 
and  director  .American  Sugar  Refining  Co.,  .Armour,  C’dcago  (2orp.,  Continentai 
Bank,  Pennsylvania  Railroad,  Peoples  Gas  & Light  Co.,  and  the  Pullman  Co. 
David  .A.  Crawford,  president  of  Pullman,  Inc.,  and  director,  Continental  Illinois 
Bank,  Armour  & Co.,  .American  Telephone  & Telegrajih.  Percy  B.  Eckhart, 
chairman,  Eckhart  .Milling  Co.,  and  director  Continental  Bank,  .Armour  & Co.,’ 
and  .A.  T.  & T.  Philiji  R.  Clarke,  president.  National  City  Bank,  and  director 
Pure  Oil  Corp.  and  United  States  Steel.  William  L.  Keady,  president.  United 
States  Gypsum  Co.,  of  w hich  Sewell  L.  .Avery,  Ward  Co.' president,  is  chair- 
man of  the  board.  Harold  L.  Pearson,  vice  president  of  Montgomery  AVard, 
and  director  of  U.  S.  Gypsum.  Silas  H.  Strawii,  senior  member  of  Winston! 
Strawn_&  Co.,  law  firm,  chairman  of  Ward’s  executive  committee  and  director  of 
Finst  National  Bank  and  .Alton  Railroad.  George  Whitnev,  jiresident,  J.  P. 
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Morgan  & Co.,  and  diroctor  General  .Moton-^  Corp.,  Kennicut  Copper  Corn 
^ ^ ork  Central  I.ailroad.  v^opiar  eoip., 

lestifymg  before  the  Ilovise  coniiniflee  hearing, s on  the  O’Mahonev-Kefauver 
oi^  of  Konald  llansotn,  vice  chairman  of  the  Board'of  Govern- 

tmo  ^ f«lera  Reserve  hystem,  endorsed  the  bill.  Counsel  for  the  Reserve 

^ ?'™”‘-’“^^f/o’^demned  the  trend  to  concentration  of  banking 
bands  of  the  few,  saying,  “once  an  institution  gets  to  the  point 
Mhere  its  size  carries  with  it  an  extraordinary  concomitant  of  power  we  are 

^ There ^iVe'n  -Pp"’®''  against  the  pfblic  ii’iterest. 

. berr  are  a lot  of  people  who  will  content  that  ta,xes  will  curb  these  big  enter- 

prl.'^es,  and  others  will  point  out  that  no  matter  what  conditions  exist  * * * 
the  people  own  the  .stocks  * * * so  what  of  it?  It  is  true  that  taxes  do 
hay  a &Rght  tendency  to  put  something  of  a damper  on  big  business  expansion 

business  on  the  whole  ifas  been  able  \o  pa^^^ 
/if ^ ^ people  and  continue  to  expand.  Ta.xes  on  Bethlehem 

bteel  the  first  9 months  of  1944  amounted  to  93  millions  (all  of  which  the  public 

bf  the  *^fm f ^ profits  of  19  million.  General  Motors  iiaid  taxes  of  202  million 
”^'7'/*'  P^*’*r'd  and  distributed  124  millions  in  profits 

the  little  fellow  in  business  with  a.s.sets  of  81,000,000  on  down  is  not  tied  un 
m some  superstructure  such  as  the  banker-stockholder-industrv  set-up,  and  when 

three  and  four  times  as  much  as  his  earnings,  he  vvill  just  go 
out  of  business  because  B does  not  leave  him  enough  reserve  to  offer  the  bigfello^v 
any  leal  competition.  So  far  as  stock  dividends  are  concerned,  we  pointed  out  in 
a previous  ^statement  that  “three-tenths  of  1 percent  of  the  population  received 

SrlBmi^/i?of/'/^'rh”^  payments  in  the  biggest  stock  dividend  year  in  cor- 
poration  lustory.  I his  .sounds  like  comsiderable  concentration  of  wealth  so 

fherrth/divblJfn^^  concerned,  but  the  picture  gets  much  worse  when  we  see 
Miiere  the  clmclends  of  corporation  stocks  arc  going. 

, ‘ of  the  stock  distribution  of  18  corj)orations,  with  more  than  18  billions  of 

dollars  in  assets  should  give  us  a pretty  clear  picture  of  the  flistribution  of  corpo- 
ration  stocks.  I he  study  was  made  in  Hi37,  of  American  Telephone  & Telegraph 

I roducts.  Swift  & Go.,  American  Tobacco,  Standard  Oil,  Difl’ont’ 

fn  the''lTfn  ^ l‘t4d  89,827,550  shark  of  stock 

f nr/  "h'ch  wa.s  30  percent  of  the  United  States  total.  Dela- 

ware, with  the  small  rypulation  of  261,000,  had  21,204,553  shanvs  of  stock  in  the 
IS  corjiorations,  w-hicli  was  8 0i  of  the  .Tiited  States  total.  The  rich  State  of 
O no,  w It h . a population  of  0,/ 33,000,  held  5,637,000  share.s,  which  was  onlv  2 30 
])crcent  of  the  I nited  htates  total.  4'ex!is,  with  6,171,000  people  held  le.ss  than 
one-teny  of  the  total  shares;  and  Califi.rnia,  with  0,154,000  population  held  a 

oker’\\'ester.i  and  Southerit 
..fates  trailed  .ar  behind  with  a nigh  of  1.25  percent  for  Mi.s.soiiri  and  a low  of  0 04 
Iiercent  lor  Arkan.sas. 

abmff ’th/  of  "‘oalth  during  the  war,  the  proiiortion  will  remain 

If  the  international  banker,  machine  politician,  chain-store  magnate,  and 
monopolist  is  allowed  to  shape  the  social,  economic,  and  political  cour.se  of  the 
postvvar  woyi,  then  every  .sacrifice  of  the  r>ast  and  present  will  have  been  in  vain 
and  future  hi.stonans  will  record  M'ashington,  Jefferson.  Jackson,  and  Lincoln  a.s 
the  framers  of  a bankrupt  democracy,  the  end  of  which  was  merelv  dclaved  b\- 
Iheodore  Roosevelt,  M iLson,  and  F.  D.  R.  ‘ • 

All  of  U.S  who  know  anything  about  .Vrnerican  history,  know  that  Theodore 
Koose\eU  took  office  at  a time  when  constitutional  Government  liad  just  about 
expired.  Called  the  ‘ Cuckoo  of  the  White  TTousc”  i)v  the  lackey  press  of  Wall 
t troet,  because  he  fought  the  trusts  and  international  hanker  ciioue  the  ^ffir-^t” 
Roosevelt  earned  the  title  of  ‘^Trust  Buster/^  although  he  did  not  bust  any  trusts- 

but  his  fight  did  delay  new  formations,  and  temporarily  broke  their ‘grip  oii 
Washington  officialdom.  t * 

Following  the  term  of  the  'ffirst”  Roosevelt,  business  for  the  trusts  began  to 
boom  again  despite  sincere  efforts  by  Taft  to  prevent  it,  and  when  Woodrow 
\\  ilson  was  elected  in  1913,  ^ all  Street  was  pretty  much  in  the  Washington  saddle. 
An  idealist  with  practical  ability,  Wilson  set  about  reorganizing  the  American 
economy,  but  tRe  outbreak  of  war  in  Euroj)e  occupied  too  much  of  his  attention 
ana  01  course  changed  the  economic  set-uj)  here  in  America. 

W ilsoids  attitude  tow^ard  monopoly  was  most  evident  in  his  fight  to  put  Brandeis 
on  the  Supreme  Court,  which  precipitated  one  of  the  dirtiest  mud-slinging  cain- 
paigns  ever  carried  out  against  any  nominee  of  the  Supreme  Court  in  history. 
Brandeis  had  alw'ays  been  a bitter  enemy  (tf  unnecessary  bigness  of  business  units 
and  m later  years  became  one  of  the  truly  great  men  of  America.  ’ 
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Like  Brandeis,  W ilson  believed  that  criminal  laws  had  to  be  enacted  to  prev'ent 
the  existence  of  trusts  and  monopolies,  and  he  described  Wall  Street  as  a citadel  of 
"autocratic  managers  w'ho  w^ere  seeking  the  economic  domination  of  the  wmrld. 
W hat  we  must  really  fear,"  he  said,  "is  the  combination  of  combinations  w'hich 
are  becoming  so  pow*erful  as  to  be  entirely  out  of  the  bounds  of  human  concep- 
tion^ * * * and  entirely  beyond  the  power  of  democratic  controls." 

War,  however,  forced  W ilson  to  drop  his  reforms,  and  he  died  a broken  old  man, 
a shattered  dream  for  w'orld  peace  lying  at  his  feet  * * ♦ and  big  business 

looming  over  Washington  a bigger  threat  than  ever. 

The  jump  from  Wilson  to  the  second  Roosevelt  was  a crazy  quilt  of  economic 
and  political  insanity — with  chain  stores  and  monopolies  of  ail  kinds  carrying  us 
headlong  tow^ard  the  crash  of  1929,  a catastrophe  that  Herbert  floover  was  help- 
less to  prevent  or  even  delay.  The  unemployment  and  chaotic  conditions  wffiich 
follow'ed  resulted  in  the  overwhelming  election  of  Franklin  Delano  Roosevelt,  and 
what  followed  is  certainly  no  secret  to  the  w'orld. 

In  April  of  1938  I visited  the  W'hite  House  and  urged  that  restoration  of  inde- 
]jendent  farming  and  enterprise  ln'  made  the  keynote  of  the  President’s  reelection 
platform.  The  material  I left  was  straight  to  the  ])oint,  and  although  I was  told 
that  such  a statement  could  not  be  made  by  tlie  I^resident,  the  material  would 
^^nevertheless  he  filed  in  case  the  President  should  change  his  mind.” 

Such  a change  of  mind  evidenced  itself  in  the  President’s  straightforward 
blast  against  the  chains  on  June  27,  1930,  when  he  said  that  "small  business  no 
longer  has  a chanci'  to  make  worthy  use  of  the  .Vinerican  system  of  initiative 
and  i>tofit,"  and  "like  the  farmers  and  workers  are  no  longer  free."  Traveling 
to  Boston  Ck)minon,  lie  told  a massive  crowd  of  more  than  100.000  people,  that 
"concentration  of  wealth  and  economic  power”  was  at  the  bottom  of  their  troubles, 
and  that  tlie  New  luigland  States  were  no  longer  the  "traditional  land  of  mod- 
erate-sized independent  businesses.” 

It  was  at  Grand  Coulee  Dam  on  October  2,  1937.  that  tlie  President  hit  the 
bulFs-eye,  leaving  no  doubt  in  anyiuie’s  mina  just  where  he  stood  on  the  chain- 
store  question.  "In  place  of  the  inilepondent  businessman,”  he  said.  **we  have 
the  managing  clerk  of  the  chain  store  who  cannot  even  make  a credit  sale,  and  a 
8ui:)erintendent  has  taken  the  jdace  of  the  factory  owner,"  The  local  hank  is 
closed  doivn  and  nobody  who  has  more  authority  than  a bill  collector  represents  the 
local  utility.  Big  hnsiyiess  has  found  it  to  its  advantage  to  rotate  even  these  men, 
so  that  no  one  of  thetu  is  left  in  the  community  long  enough  to  get  his  roots  established, 
or  to  really  become  a part  of  the  life  about  him.  ♦ * * Thus  big  bu.sut.ess  has 

devoured  its  own  young,  destroyed  its  own  defeme.  The  small  businessman  has 
been  crushed,  merged,  consolidated,  or  otherwise  retired.  ^ Local  inde- 

pendence and  responsibility  has  been  sacrificed  to  balance-sheet  values. 

CV)uld  there  be  anything  more  dearly  spoken  than  this?  ^^'as  it  political 
ballyhoo?  Did  tho  Second  World  War  throw  another  President  off  the  track 
wliieh  led  to  economic  indej)endence? 

We  don’t  know,  but  W(*  do  know  that  wliat  he  said  was  true  and  he  must 
have  meant  it,  for  on  April  20.  1938.  he  delivered  a message  to  Congress  devoted 
to  strengthening  the  antitrust  laws,  which  could  conijiare  only  with  Lincoln’s 
Gettysburg  and  Washington’s  Farewell  Address,  luit  which  received- neither  the 
backing  of  a majority  of  Congress  nor  the  backing  of  American  small  business. 

This  message  carefully  outlined  the  growth  of  monopoly  and  chain  stores, 
and  figures  were  used  by  the  President  to  prove  the  fallacy  of  contentions  that 
"the  iieoplc  owned  the  biggest  corporations  through  wide  diversion  uf  stock 
ownershi]).”  He  said  in  this  great  document,  that  private  enterprise,  had  become 
"lialf  regimented  and  half  comjiotilive.  half  slave  and  half  frc(‘”  which  is  as 
"fatal  to  those  who  manipniate  it,  as  to  those  who  suffer  beneath  its  impo.sitions.” 

Like  the  foumling  fathers,  like  Teddy  Roosevelt,  and  \A'ilson,  Franklin  Delano 
Roosevelt  recognized  tliat  democracy  could  not  live  under  the  heel  of  economic 
autocracy,  but  outside  of  tlie  Holding  Comjiany  Act,  what  definite  antichain, 
antimonopoly  step  was  taken  to  remove  the  lieel? 

There  is  a great  deal  of  thought  being  given  to  tlie  idea  that  maybe  the  consumer 
cooperative  is  a safeguard  against  monopoly.  Such  a supposition  is  extremely 
ridiculous  because  the  consumer  cooperative  tends  toward  monopoly  once  it  gets 
a foothold,  at  a mucli  faster  ])ace  than  any  kind  of  private  enterprise. 

Like  the  chains  and  holding  companies  of  the  private  monopolists,  tlie  co-oj)s 
tend  toward  centralized  control  over  all  goods  sold  on  the  American  market,  and 
in  areas  where  they  are  entrenched  they  have  proven  their  ability  to  lick  the  pri- 
vate monopolists.  The  battle  between  these  two  giants,  if  it  ever  gets  under  way 
on  a wide  scale,  would  liquidate  the  small  enterpriser  almost  overnight. 
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co-ops.  itHh  should  be  done  to  eliminate  the  centrali/ai ion  Pvii  ‘ i 

to  eliminate  it  among  the  private  enternri^or^  Th  ^^eek 

"■'"  loan  -ocSllS";^ 

Such  a prediction  is  not  without  foundaiion. 

church  leaders  who  are  alarmed  over  the  growth  of  private 
starting  courses  in  consumer-cooperative  marketing  and  are  advo 

monopolA  . Ihe  Uboi-uiiion  leaders  in  both  CIO  and  the  \ F of  I Inive  hncrnn 

Ig4iniTmonm^^^^^  enterprises  which  theV  claim  are\a  defcm^e 

m^t  ef  EsSod  Patton  vice  president  of  the  Political  Action  Com- 

bJTo  ?*"  of  a huge"Si>‘emplS^^^^  eml^priS’  w[u 

As  stated  previously,  the  private  monopolv  is  eollectivistic  So  i«  the  eonsumer 
co-op  monopoly,  and  the  collectivists  have  ahvavs  been  the  great est  toU  takmr"  f, 
ustop-  and  have  robbed  the  people  of  their  oiWl  liberties 

the>  ha%e  framed  power.  Ihis  is  true  whether  the  collectivists  lua\-e  been  lirivate 
o ^XTer^ho.  economic  wealth,  managers  of  State-owned  enterpriser^ 

nu.t  ti»y 

mu  Communists  and  Socialists  are  all  out  for  centralization  Thev  see  in  its 
culmination  the  depression  they  hope  will  enthrone  them  in  W ashington  and  thev 

a nd^tb^^  h'  statements  to  i he  effect  that  the  bigge^the  Imsinesses 

taking  will  he  their  task  of 

independent  businessmen  are  all  and  evervthing 
that  constitutes  the  wall  against  the  isms  w hich  have  overtaken  the  Old  World^ 
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and  the  fight  against  monopolist  ic  forces  of  all  kinds  must  be  made  with  this  thought 
in  mind,  and  without  any  special  sentiment  for  small  business  or  the  independent 
farmer  as  a class. 

So  far  as  efficiency  is  concerned,  there  will  be  no  loss  if  co-ops  and  chains  are 
curbed,  and  if  they  are  broken  up  into  more  localized  o})erations  and  if  manu- 
facturing is  separated  from  retailing.  The  bugaboo  about  the  inefficient  inde- 
pendent has  been  absorbed  by  the  farmers  and  by  educators  and  students  to  such 
an  extent,  that  the  idea  that  size  and  efficiency  are  inseparable  is  now  a widespread 
belief.  In  answer  to  the  claim  that  corporation  farming  would  result  in  enough 
farm  products  being  imxiuced  in  Kansas  to  feed  the  Nation,  General  Johnson,  in 
his  typical  way,  said;  “what  in  hell  will  we  do  with  all  the  small  farmers.  I tell 
yon,  there  is  such  a thing  as  being  too  da?rmed  efficierd” 

The  fact  of  the  matter  is,  that  the  smaller  or  medium-sized  plant  has  been 
proven  over  the  years  to  be  more  efficient  and  have  lower  operating  costs  than  the 
very  large  plant  with  its  absentee-ownership  control  and  nonowner  supervision. 
It  has  also  been  proven  that  no  economy  has  been  effected  by  the  corporation 
(t.hat  is,  no  economies  passed  on  to  the  consumer)  because  manufacturing,  wholt^ 
saling,  and  retailing  has  been  brought  into  a single  owner-operation  or  through 
interlocking  directorships.  In  a society  such  as  ours,  where  commodities  grown 
or  jiroduccd  in  one  place  and  processed  or  consumed  in  another,  there  are  inter- 
vening services  that  must  be  performed  in  one  way  or  another.  I nder  our  free 
enterprise,  independent  and  competitive  business  system,  such  services  have  been 
performed  by  independent  brokers,  salesmen,  wholesalers,  commission  merchants, 
storage  men,  railroads,  trucking  lines,  and  many  other  types  of  middlemen,  and 
those  same  servicOvS  would  have  to  be  performed  under  socialism,  chainism,  or  any 
otlier  ism.  The  spokesmen  of  the  chain-store  systems,  the  holding  companies, 
and  the  co-ops  point  out  such  services  as  “parasitic, when  in  fact  they  are 
practicing  the  same  plan.of  production  and  distribution,  but  by  devious  methocis 
they  make  the  situation  appear  otherwise. 

I rc})cat,  however,  that  I would  o]>pose  any  attempt  to  outlaw  consumer 
cooperatives  or  the  clxain  store,  in  favor  of  purely  independent  lousiness,  in  fields 
where  sucli  a move  would  not  upset  the  economies  derived  from  mass  production. 
I insist,  nevertheless,  that  chain-store  business  can  be  localized  so  far  as  owner- 
ship is  concerned;  that  both  chains  and  co-otxs  as  well  as  manufacturing  units, 
can  be  limited  to  one  kind  of  business  ^ ^ that  of  retailing,  manufacturing, 

or  to  the  performance  of  some  other  function,  and  there  is  no  reason  whatsoever 
why  all  special  buying  advantages  as  a result  of  size,  should  not  be  taken  away. 
I am  sure  that  a private  brand  wholesaler,  for  example,  is  not  afraid  to  meet 
any  national-brands  corporation  if  botli  must  ]>ay  the  same  for  the  products 
they  sell ; if  l)Oth  get  the  same  advertising  rates  from  newspapers  and  radio  stations, 
and  if  both  must  ]xay  the  same  taxes.  The  reason  the  ])rivate-brands  wholesaler 
has  sought  advertising  allowances  and  other  discounts  is  because  he  knew  the 
cliain  stores  were  getting  such  rebates.  Just  because  I may  lia]ipen  to  drive 
four  cars  over  a toll  bridge  every  day  against  the  man  who  drives  one,  does  not 
entitle  me  to  any  “rebate^^  or  special  rate.  I should  be  better  able  to  pay  if  I 
own  four  cars  or  trucks  than  the  man  who  owns  one,  and  I say  that  in  a free 
coni])etitive  market  that  is  free  from  s])ecial  privilege  and  the  cutthroatisin  of 
monopolv,  that  the  little  guy  will  hold  his  own  any  day. 

I wish*  also,  to  call  attention  to  the  Members  of  Congress,  that  the  market 
place  has  been  robbed  of  the  talent  tliat  has  l)oen  pouring  out  of  our  schools  and 
colleges  as  one  look  at  any  Main  Street  in  America  will  sluxw.  Another  thing,  is 
tlie  false  belief  that  the  chains  and  bigger  manufacturers  have  been  responsible 
for  the  jxrogress  made  in  this  Nation.  Vho  first  automobile  was  built  by  a little 
man”  who  was  broke.  The  first  electric  light  bulbs  were  sold  wlien  tiu*r(*  was  no 
Western  Electric.  The  big  tiro  manufacturers  grew  big  from  the  sales  of  little 
men  who  ran  wholesale  and  retail  tire  stores.  The  manufacturers  who  made 
electric  signs,  fancy  packages,  modern  show  cases  found  their  first  sales  among  the 
little  men.  The  big  chain-store  company  told  the  cookie  display  case  salesmen 
that  the  chain  was  selling  all  tlic  cookies  it  could  sell,  out  of  the  barri^l.  big 

chain  buver  said  tiie  same  thing  about  the  glass  display  case;  the  cash  register 
and  other  improvements.  It  was  the  little  man  every  time  who  purchased  the 
new  manufactured  product  as  the  records  will  show. 

Justice  Brandeis  said;  * * control  which  the  few  have  exerted  through 

giant  corporations  has  caused  widesjxread  belief  that  individual  initiative  aiid 
effort  has  been  paralyzed,  creative  power  impaired,  and  human  ha])piness  lessened; 
that  the  true  prosperity  of  our  past  came  not  from  big  business,  but  through  the 
courage,  the  energy,  and  resourcefulness  of  small  men;  that  only  hy  releasing 
from  corjxorate  control  the  faculties  of  the  many,  only  by  reopening  to  them  the 
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iiS  be  restored  and  exist- 

res])onsibilitics  and  determinations  of  P^'^’t^cipation  by  the  many  in  the 

and  intellectual  development  which  ?s^es^enH«l’fr/»'  secure  the  moral 

Justice  Brandeis  has  expressed  the  m maintenance  of  liberty.’' 

curbing  of  chain-store  greed.  The  opportmiiK^T  ^ mergers  and  a 

own  judgment,  become  imnorffint  in  Anienoans  to  exercise  their 

dividual  ideas  to  communities,  and  contribute  their  im 

of  future  generations.  Todav  ^al  our TownTTn'i””^^^^^  essential  to  the  liberty 
pattern.  The  names  of  the  stoVes  on  M-^rn  sLm  T a single 

names  on  Times  Square  or  State  Street  and 

advertised  by  radio,  press  and  bibboaVd  '^rand  names  are  being 

dated  or  merged  intj  one’ f '/'^ny  companies  being  liqub 
that  advertising  men  bv  the  hundreds  -n*  *u  ^ nia\  be  4o  or  00  jiroducts 
to  get  sales,  thus  providing  jobs  f ™ ’>P  ^aivs 

the  howl  put  up  bv  the  Sns  and  oBieri  h ^.s^nr'’  I realiU  that 

lower  jirices  are  the  result  of  chain  meth^  !i!  S 

bas  had  a tendency  to  scare  off  legis  atom  f “^‘tional  scale, 

ca.se  has  proven  bevond  a shadow  of  dnnbt  tuff  / • * ’’ 

manufacturing,  processing  af  l even  wpf  1 retailing  combined  with 

holding.s,  takes  its  toll  in  one  wav  or  ano  her^  andfhT  oilier  agricultural 
fo  arrive  at  a decision  as  to  where  to  apnlV  the  ^ result, 

culty,  but  the  fact  of  the  matter  if  hat  ft  f ?•<!  ^ diffi- 

recently  pointed  out  that  50  rears  aeo  alJ  difficulty  at  all.  Life  magazine 

to  own  or  operate  other  corporatiJf  ’ f!d  'V:re>'»i'ted  in  their  right 

Jessup,  who  wrote  the  ‘'^K^dn.  .John  K. 

incorporation  plan  put  forvvardAnf^mfatf  \ similar  to  the 

law  would  he 'unwise  if  it  fef  iShI  f m sf  off ' P xMahoney.  He  said  such  a 
efficiency,  and  I know  of  no  outstnorfif  ^ ^ business  units  below  maximum 

advocating  such  reduction  Mr  rfffiif 'L  decentralization  who  is 

lilt  1 “ils 


BV^™.  193,  „,at  if  ,k,  ca„i,alis,ic 

qiie.^tion  whether  it  .should  or  cai/ endure*  'fhef  v ould  bo  an  increasing 
friends  of  capitalism  are  t lif  e f o ‘H  of ' I , V ’^‘M’s  that  the  real 

my  opinion  that  afiv  M.f fef,f  rff competitive  chaiacter.” 
thinks  he  is  smart  not  to  gel  into  the  fight  aiA'i?t7  ? Pii-^cs  uji  this  challenge  or 
mistake  of  his  life  and  at  ttie  ' f»t.am.st  mono[)oly,  is  making  the  biggest 

the  iH-er.  ’ ’ P^oplc  of  this  country  down 

111!  glow  til  of  mergers  has  been  tremendous  In  tuoa  i ooe 
4-  percent  ot  all  corporate  income  In  1 ' '17  i‘9<u  f V-  ^ corporatmns  got 

of  all  eurj-orale  income  In  i'ltO  9 nnn  •’  ,’^'P got  66.1  percent 

',-»ii,.d  so'„a,.„:„,  sii'iV  in;i",;H;™v.'iS,  "IS'ii  iTf  r"!'''  ™"- 

concontmiion  has  boon  of  n si Mo-p-rw.incr  t m 

:=Si«“  Hi  =;  ••;  j-  S=Si=SS 

posts  in  t he  x\ntit rust  Di visioff re  b^‘ff  f ^ 
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Rest  assured  that  the  connection  between  a free  market  and  all  other  freedoms 
enjoyed  in  a democracy,  is  something  more  than  a theory.  Where  economic 
decisions  are  decentralized,  economic  power  is  diffused,  and  this  makes  political 
liberties  possible.  Nobody  understood  better  than  Karl  Marx,  that  a great 

middle  class  of  free  enterprisers  was  the  one  barrier  the  Communists  could  never 
break  down. 

In  bringing  about  the  increase  in  the  number  of  enterprisers,  I urge  the  Congress 
to  consider  the  following: 

If  the  chain-^tore  operators  can  train  a man  to  manage  a store  so  as  to  make  a 
profit,  he  can  be  trained  to  manage  it  as  an  owner  and  still  operate  it  profitably. 
To  say  fh^t  Kroger,  A.  & P.,  ^^  oolwo^th,  Maud  Mueller,  or  any  other  corpora- 
tion would  go  out  of  business  if  its  managers  became  owners  is'ridiculous.  To 
.^y  that  Maxwell  House  or  Chase  & Hanborn  would  have  folded  up  if  Standard 
Bramis  or  General  Foods  had  not  come  along  would  be  equally  silly,  and  I say 
'' X ^ ^ ])retty  pass  when  the  producer  of  motion  pictures  can  convince 

intelligent  Government  officials  that  they  need  to  own  the  theaters  to  get  satis- 
factor\’  exhil')ition  of  their  films.  The  invasion  of  English  Movie  Producer  Rank, 
the  man  who  owns  500  theaters  and  other  enterprises  in  England,  into  this 
country  as  a producer  and  exhibitor,  at  a time  when  the  Department  of  Justice 
has  been  working  for  separation  of  production  and  exhibition  of  films,  is  evidence 
of  the  flouting  attitude  of  all  the  monopolistic  operators  here  and  in  other  countries 

J do  not  know^  whether  some  method  of  taxation  can  be  worked  out  or  not.  to 
discourage  expansion  of  the  chains  and  cause  the  holding  companies  to  unscramble. 
Canada  has  a law  to  prevent  outsiders  or  a few  people  from  gobbling  up  Canadian 
land.  1 exas  does  not  allow  branch  banking.  Mexico  took  drastic  steps  to  pre- 
vent the  growth  of  absenteeism  in  Mexico  and  last  year  when  President  Cama- 
cho left  office,  Mexico  was  out  of  debt  and  with  a surplus  in  her  treasury. 

If  this  country'  is  to  meet  the  vast  obligations  which  we  have  taken  on,  if 
the  national  income  is  to  remain  high  enough,  and  if  production  of  goods  and  ser- 
\ ices  IS  to  keep  pace  with  the  people^s  needs,  then  we  must  open  the  wav  for  more 
people  to  achieve  happiness  through  independence. 

As  an  example  of  what  I would  do  about  corporations  as  big  as  General  Motors 
may  I conclude  by  offering  the  following  facts,  figures,  and  conclusions: 

In  1925,  Mr.  Alfred  P.  Sloan,  chairman  of  the  board  of  the  General  Motors 
Corp.  stated;  Tn  practically  all  our  activities  (General  Alotors)  we  seem  to  suffer 
from  inertia  resulting  from  our  great  size.  It  seems  to  be  hard  for  us  to  get  action 
when  It  comes  to  a matter  of  putting  our  ideas  across.  I cannot  help  but  feel 
that  ^General  Motors  has  missed  a lot  by  reason  of  this  inertia  (General  Motors 
hasn  t missed  much)  * * * and  sometimes  I am  almost  forced  to  the  conclusion 
that  General  Afotors  is  so  large,  its  inertia  so  great,  that  it  is  imjjossible  for  us  to 
be  real  leaders." 

Again  in  1939,  Mr.  Sloan  beat  the  drums  for  decentralization,  claiming  that 
General  Motors  was  “pursuing  a policy  of  decentralization  so  as  to  make  more 
jobs  for  more  people  in  more  places,"  and  he  said  that  such  a policy  resulted  in 
“more  real  wages  and  better  lives  for  General  Motors  employees." 

When  .Mr.  Sloan  first  declared  that  General  Motors  vras  “suffering  fiom  inertia 
due  to  great  size,"  the  assets  of  General  Motors  amounted  to  a mere  J^TOO  000  000 
By  1938,  Clenoral  Afotors  had  jumped  its  assets  to  81,235,000,000  and  sales  had 
passed  the  billion  mark.  At  the  end  of  1943,  General  Alotors  assets  had 
climlwl  to  double  the  1938  figure  and  recorded  sales  reached  the  stao*gering  fimire 
of  nearly  S 1.000,000,000.  ^ ^ 

If  General  Alotors  was  suffering  from  “size  inertia"  in  1925,  what  must  the  pain 
be  at  the  present  time? 

In  1941,  General  Alotors  sales  amounted  to  (car  and  truck  sales)  45  percent  of 
the  total  United  States  motor-vehicle  industry.  The  company  employed  more 
than  300,000  people  who  were  directly  attached  to  the  pav  roll,  and,  of  course 
influenced  the  jobs  of  literally  millions  of  other  people.  ”At  the  end  of  1944’ 
General  Motors  was  employing  500,000  workers,  and  such  an  army  of  workers 
under  the  domination  of  a few  managers  and  labor  leaders  is  not  only  dangerous 
so  far  as  the  automobile  industry  is  concerned,  but  it  is  dangerous  to  the  safetv 
and  freedom  of  every  person  in  this  country.  When  you  add  General  Motors’ 
army  of  stockholders  and  those  directly  dependent  upon  General  Motors  for  pur- 
chases and  products,  you  have  an  economic  state  bigger  than  most  of  the  political 
btates  of  this  Nation. 

General  Motors  should  be  first  divested  of  all  its  control  or  ownership  of  dealer 
outlets.  No  General  Motors  director  should  be  permitted  to  serve,  or  anvone 
serve  for  him,  on  the  board  of  any  big  buyer  of  trucks  or  motor  cars,  or  vice 
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versa.  General  Motors  should  be  ordered  to  divest  themselves  of  all  stock 
ownership  and  control  oyer  such  ent<3rprises  as  the  DeLux,  Federal,  and  Yellow 
Cab  Co.’s;  the  Hertz  Drivurself  Systf;m  and  I think  the  sale  and  finance  of  auto- 
mobiles should  also  be  separated.  The  credit  control  in  the  case  of  General 
Motors  is  tremendous,  and  I would  say,  dangerous. 

General  Motors  also  has  controlling  stock  in  Ethel  Gasoline  Corp.,  and  this  is 

company  cannot  show  tliat  by  the  acquisition  of  the  Frigid- 
aire  Co.  that  it  (General  IMotors)  brought  about  a reduction  in  the  price  of  its  cars 
or  the  price  of  refiigerators,  and  certainly  cab  fares  were  not  reduced  or  Drivurself 
cars  rented  out  any  cheaper  as  a result  of  General  Motors  operation.  If  a com- 
pany like  this  is  allowed  to  buy  up  the  big  users  of  cars  and  trucks,  it  is  lessening 
competition  and  acquiring  a wholly  unnecessarv  and  uneconomic  hold  on  the 
market. 

To  hesitate  now  in  bringing  about  decentralization  of  such  enterpiises,  both  in 
ownership  and  control,  is  an  invitation  to  disaster.  If  a depression  should  befall 
us,  the  people  would  have  neither  the  money  or  the  confidence  to  purcliase  the 
stocks  of  companies  that  might  be  u imerged,  nullifying  our  last  opportunity  to 
get  a decentralization  program  undei-way  in  a democratic  manner.  Depression 
would  mean  a public  demand  for  public  ownership  of  all  big  industries  and  banks 
and  insurance  companies  and  for  this  if  no  other  reason,  the  heads  of  the  giant 
corporatioiis  should  welcome  a safe  and  sane  unscrambling  of  their  colossal 
empires. 

Let  us  give  the  returned  veteran  a chance  to  run  a tire  store,  a grocery  or  a 
candy  shop.  Let  us  keep  the  mark*  t open  for  small  and  large  manufachirers, 
and  let  us  think  always  of  culture  and  dignity  and  human  happiness  as  the 
ingredients  of  freedom  and  democrac\'. 

The  Kefauver-O’Mahoney  bill  to  stoj)  mergers  and  the  Patman  l)it!  to  sejiarate 
manufacturing  from  retailing  are  stej) in  the  right  direction.  Nothing  must  now 
interfere  with,  or  delay  such  legislation  and  there  must  be  no  loopholes  for  escape 
and  the  penalties  must  be  extremely  lieavy. 

Ed.  AVimmer. 


St.  Louis  S.  Mo.,  Orlober  25,  19Jf6. 

Longressman  Estes  Krfauvek. 

House  Office  Building,  Washinglon,  I).  C. 

Dear  Mr.  Kefavver:  In  answer  no  your  request  for  material  to  shape  your 
views  regarding  small  enterjirise,  iileasc  permit  me  the  jirivilege  of  this  letter. 
Since  I am  a retired  retail  merchant,  50  years  in  business,  and  in  that,  time  most 
ahyays  located  in  small  communities,  I feel  tliat  T am  qualified  to  tell  my  story, 
which  I hope  may  he!]i  you  and  bo  a guide  to  any  formulation  for  future  laws." 

The  small  independent  retail  merchant’s  problems  are  getting  worse  vear  by 
year. 

First.  He  is  not  always  a good  men  hant. 

Second.  Auto  travel  takes  a lot  of  business  into  larger  cities,  because  of  better 
selections  and  the  public  likes  to  buy  m large  stores. 

Ihird.  Chain  stores  are  increasing  greatly  in  number,  scattering  their  stores 
even  into  smaller  communities,  this  is  especially  true  of  variety  and  drug  stores. 

Fourth.  Drug  stores  are  getting  larger,  adding  many  linos  never  before  carried 
in  such  stores.  Toda^q  most  all  of  such  stores  are  in  reality  variety  .stores  and 
their  prescription  business  is  almost  nil.  They  sliould  not  l)c  perniittod  to  call 
themselves  drug  stores. 

There  are  many  exclusive-line  stores  who  are  manufacturer,  distributor,  and 
retailer  to  their  own  stores  only.  They  are  highly  efficient,  keep  tlieir  stores 
well  supplied  with  good  merchandise,  maintain  national  advertising  at  a very 
nominal  cost  to  each  store,  and  this  advertising  is  highly  successful  and  expert. 

Fifth.  Chain  grocery  stores  are  also  conducted  on  very  efficient  plans,  for  which 
the  independent  man  is  no  match.  They  also  resort  to  trickery  in  methods  of 
selling,  can  have  their  own  brands,  ])crmitting  larger  jwofits,  and  get  secret  rebates. 

^ Sixth.  I might  say  here  that  a good  plan  of  control  woukl  be  restrictions  to 
either  manufacturing,  retailing,  wholesaling  exclusive. 

Seventh.  I might  suggest  a system  of  license  for  each  business  that  will  only 
permit  to  engage  in  either  one  of  the  three  outlined  above,  if  that  would  be  possible. 
Taxation  has  not  yet  succeeded  in  limiting  stores  or  put  brakes  on  them. 

Eighth.  I have  belonged  to  chambers  of  commerce  and  all  sorts  of  trade  organi- 
zations in  the  various  towns  where  I had  been  located  during  my  business  career 
and  find  the  most  difficult  to  get  cooperation  from  the  independent  man,  even  to 
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benefit  his  own  business.  Knmity  and  jealousy  play  an  important  part.  Much 
could  be  done  by  these  merchants  for  tlieir  community,  their  city,  and  themselves 
if  they  wotiid  enter  into  the  spirit  of  real  cooperation. 

Large  concentrations  of  business  is  one  of  the  most  controversial  subjects  I 
know  of.  You  are  tackling  a real  complicated  problem,  if  there  is  a real  solution 
for  it,  I have  so  far  failed  to  find  it.  Have  given  this  lots  of  thought  and  much 
of  my  time.  The  independent  man  can  do  most  for  himself,  in  cooperation  with 
his  fellow  businessmen,  if  he  only  would,  but  expects  the  Government  to  do  it 
for  him.  He  can  do  a lot  for  himself  if  he  only  would.  But  \'OU  are  doing  a good 
deed  to  see  what  can  be  done  for  them. 

Best  wishes. 

Sincere!}'  yours, 


I.  Stahlbehl, 


Southeastern  Oil  & Affiliates, 

New  York  17,  N.  F.,  October  30,  1940. 

]\Ir.  Estes  Kefauver, 

Chairman,  Monopoly  Subcommittee, 

Select  Co?mnittee  on  Small  Business  of  the  House  of  Representatives, 
Washington,  D.  C. 

Dear  Pastes:  Your  committee  has  sent  out  invitations  to  individuals  and  groups 
to  submit  views  and  make  recommendations  before  your  subcommittee  begins 
prei>aration  of  the  report  to  Congress  on  the  growth  of  economic  concentration 
in  the  American  industry. 

I wonder  if,  in  the  course  of  the  investigation  about  the  effectiveness  of  the 
Government’s  agencies  in  guarding  free  enterprise,  the  vital  question,  Are  the 
crude-pii  pipe  lines  true  common  carriers?  has  Ijeen  given  the  attention  it  really 
deserves. 

As  you  know,  ])etroleum  pipo  lines  are  generally  owned  by  one  or  more  large 
integrated  oil  companies.  The  use  of  such  lines  has  been  limited  usually  to  the 
owners,  or  their  friends,  even  though  the  lines  profess  to  be  common  carriers  and 
j)ublish  tariffs,  "bhere  are  many  devious  excuses  used  by  pi]>e-line  companies  to 
refuse  a tender  from  an  unwelcome  shipj^er.  This  is  under.standahle  in  view  of 
the  fact  that  pipe  lines  are  built  to  provide  the  owners  with  a transportation 
advantage  over  their  competitors.  The  most  common  method  of  keeping  non- 
owners  out  of  a pip(‘  line  is  to  have  the  pipe-line  company  own  only  the  line 
itself,  witii  the  pipe-line  owners,  themselves,  individually  controlling  the  input 
and  off-take  storage  terminals.  Oddly  enough,  between  them  they  usually  control 
most  of  the  land  adjacent  to  the  pipe-line  input  point,  making  it  difficult  for  an 
outsider  to  acquire  the  use  of  suitable  land  for  terminal  facilities,  or  even  easement 
rights  through  which  to  string  a connecting  i>ipe  to  the  pipe  line  itself. 

Losing  the  railroads  as  a perfect  example  of  a comiiion  carrier,  everyone  knows 
that  they  ])rovide  freight  stations  and  team  tracks  U>  which  everyone,  with  no 
exception,  has  the  right  of  access. 

Therefore,  1 believe  that  if  pipe  lines  are  to  enjoy  the  rights  and  advantages  of  a 
common-carrier  facility,  they  should  in  fact  In*  a common  carrier  by — 

1.  Providing  input  and  off-take  storage  terminals  (which  are  merely 
access  facilities  similar  to  a freight  station)  as  part  of  the  common-carrier 
facilities  at  all  the  same  iii])ut  and  off-take  points  which  are  utilized  by  the 
princii)al  owners. 

2.  Beduce  minimum  tenders  to  5,000  barrels. 

3.  Simplify  and  standardize  specifications  of  products  to  be  shipped. 

4.  Operate  the  pipe  line  to  its  greatest  capacity  and,  if  necessary,  even 
increase  its  capacity  when  called  upon  through  the  Interstate  Commerce 
Commission  by  a representative  group  of  potential  users. 

We  believe  we  are  one  of  the  few,  if  not  the  only,  independent  oil  company 
which  has  made  a determined  effort  to  tender  to  a common-carrier  pipe  line. 
After  meeting  all  the  requirements  of  the  tariff  of  a certain  j)ipe  line  more  than 
a j'ear  ago,  we  were  refused  the  use  of  same  due  to  the  pipe-line  company  appealing 
to  the  Petroleum  Administration  for  War  to  issue  a specific  directive,  under  war 
powers,  the  net  effect  of  which  prohibited  our  using  the  line.  The  complete  file 
on  this  incident  is  in  the  possession  of  the  Antitrust  Division  of  the  Department 
of  Justice.  After  bringing  an  informal  complaint  before  the  Interstate  Commerce 
Commission,  we  were  denied  the  relief  we  requested;  the  PAW  directive  being 
cited  as  providing  the  pipe-line  company  with  a sufficient  ‘^excuse”  to  refuse  our 
tender. 
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nf  suggest  the  inclusion,  for  consideration  bv  Congress 

of  this  very  vital  condition  vyhich  should  find  definite  and  clear-cut  relief  so^that 

aU  pipe  lines  will  be  operated  as  truly  common  carriers  and  thus  serve  all  nartsie 
desirous  to  ship  oil  from  one  point  to  another.  partsie 

1 ours  very  truly, 

Southeastern  Oil,  Inc., 
Gordon  Duke. 


Hewitt  Oil  Co,, 

Mr.  Estes  Kefauver,  Charledon,  S.  C.,  November  11,  1946. 

Chairman,  Monopoly  Subcommittee, 

D of  the  House  of  Representatives, 

^ ^™derstand  that  you  have  invited  individuals  and  grouns  to  submit 

hke  to  avail  myself  of  this  opportunity  to  submit  mv  views  on  an 
important  point  relative  to  the  generosily  of  the  major  oil  companies. 

product"'  oJc?  the  equipment  to  help  a customer  use  one’s 

The  mirn  n practice  of  loaning  equipment  starts  there  is  no  end  to  it 

indep3nts  mid  ^rseemrth't  *^h'’  P^'^'^^ically  close  down  the  Lnall 

were\„Tbfe°,"  "■» 

volume  of  solvent  used,  and  the  small  amount  of 

niTm  tn  t een^  the  sales  of  this  product  we  cannot  affortl  to  loan  equip- 

t to  accounts  using  this  commodity,  however,  a major  company  installed 
the  equipment  on  a loaned  basis  and  paid  for  the  installation  Jott 
wo.  !oU  peddler  purchasing  approximatelv  200,000  gallons  vearlv 

® u Commercial  account  and  a major  com- 

compressor,  a lift  (hydraulic),  and  to  build  a metal 

Sso^  We^wprp^o*!  ^"stallation  cost  was  to  be  borne  bv  the  major 

also.  We  were  able  to  prevent  the  major  competitor  from  taking  this  account 
away  from  us,  not  because  we  agreed  to^ompete  with  the  malor’s  proLKs^^^ 
because  a friend  who  was  connected  with  the  companv  persuaded  K maimger 
not  to  accept  the  major  s offer  and  to  continue  doing  business  with  us  because  we 

thenf^"'Therp‘^n^°™^^"'  during  the  war  when  no  other  competitor  even  contacted 
them.  There  are  many  more  instances  I can  quote  but  feel  these  are  sufficient 

ment  Wp  we  are  not  loaning  anreqiTip: 

mmit.  ye  are.  And  we  must  to  survive,  but  onlv  in  cases  where  the  ■profit  is 

Ceifain  ° fh  ® 'If  ^ on  our  investment  in  a short  time. 

small  independents  cannot  begin  to  compete  with  the  generosities 
being  handed  out  by  the  majors  in  the  v ay  of  equipment.  Whv  is  it  nece^wv 

ieceslTtv  for%f^^^^  businesses  free  of  charge  wheirit  is  an  absolute 

nnc  iw  businesses  to  have  such  equipment  to  operate?  Surelv  it  would 

not  be  anv  more  bother  on  the  part  of  the  oil  companies  to  sell  equipment  than 
to  sell  the  commodities  now  being  sold  bv  them  equipment  tiian 

pendmittV^^nllicinTfh?  consideration  by  Congress,  relief  to  the  small  inde- 
y laents,  by  placing  the  furnishing  of  equipment  bv  oil  companies  to  other  than 

Srrlnd  ^ f ^ that  is  fair  t^o  all!  to  its  coinpeE- 

doing  harm  to  the  small  independents.  ^ ess  poncv  vitnout 

Yours  very  truly, 


D 


Hewitt  Oil  Co., 

J.  H,  White,  General  Manager, 


I 


